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SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION 
PROGRAM 


SATURDAY, JULY 14, 1951 


Unitep Srates SENATE, 
SUBCOMMITTEE OF THE 
SeLect CoMMITTEE ON SMALL Business, 
Detroit, Mich. 

The committee met, pursuant to call, at 9:30 a. m., in room 730, 
Federal Building, Senator Blair Moody (chairman), presiding. 

Present: Senators Blair Moody, Homer Ferguson, and William 
Benton. 

Also present: Hon. G. Mennen Williams, Governor of Michigan; 
Messrs. Blake O’Connor, committee staff member; and Gillis Long, 
counsel for subcommittee. 

The CuarrmMan. The committee will come to order. 

As chairman, I think I should make a short statement as to the 
purpose of these proceedings. This is a subcommittee of the Senate 
Committee on Small Business. ‘The purpose of the hearings opening 
this morning, which will be carried on from time to time during the 
next few months in Detroit, Pittsburgh, Cleveland, and New E ngl: and, 
and elsewhere, is to provide a constructive continuing check on the 
Nation’s mobilization effort, so that the highest possible over-all level 
of production and employment in both military and civilian work 
may be maintained and the impact of our partial conversion may be 
kept at a minimum, especially on small business. 

There is a precise parallel between the position of small business 
today and during World War II. Now, as then, hundreds of small 
businesses are starving for lack of materials. Now, as then, military 
contracts are not reaching them in sufficient volume or speed to take 
up the slack of curtailed normal production. Now, as then, materials 
are not available in sufficient quantity to meet all of the Nation’s needs 
and are, therefore, necessarily being channeled by the Government. 

Then, during World War II, the resulting general dislocation of 
the economy drove 16 percent of small manufacturing companies in 
America out of business. This must not be allowed to h: appen again, 
and this committee will do all in its power to prevent it. 

The scope of this inquiry, by the very nature of our system, will not 
be confined to small business alone. Our economy is an interdepend- 
ent mechanism. Small business is often dependent for its life on big 
business; and big business, on small business. Both, of course, are 
dependent. on labor, and workingmen depend for their jobs on their 
employers continuing in business. There is the same interdependence 
between this industrial economy, as a whole, and the agricultural 
economy. 
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The American system is like a great airplane. It operates won- 
derfully when all of its essential components are operating in tune 
with one another, and it maintains momentum. But let one segment 
of its engine be thrown violently out of line, or stop, then the ‘whole 
engine stops and the plane falls to the earth. If in this period our 
economic engine is thrown violently out of line and we crash, then 
all aboard will be destroyed. 

All of us Americans are in the same boat. We face a common 
threat, the threat of aggressive world communism, which would 
destroy us from without, and we must make ourselves strong enough 
to prevent this, which we can do only by making it cle: ar to the Krem- 
lin that an attack on us would be suicide for them. But our ver y life 
depends also on our managing ourselves in this period of strengthen- 
ing so that we do not allow the processes of making ourselves strong 
to “destroy ourselves from within. 

The committee decided to open these hearings in Detroit because 
Detroit is the greatest of America’s many great arsenals of industrial 
strength. Without the wor king skills and management knowhow 
and pl: ints and the dynamic spirit of which are the strength of this 
city, World War II might never have been won. But Detroit is also 
affected first and most heavily by any disruption of our normal pro- 
duction. Already, as all of us know, thousands of men have been laid 
off in Detroit because the supply of materials for our civilian plants is 
being cut back, and war production has not replaced civilian produc- 
tion rapidly enough to take up the slack. 

One major objective of this committee’s work will be to try to see 
to it that employment and production are ee only to the 
degree absolutely and actually necessary. We are all looking for the 
same thing here, and those charged with the \ cal and infinitely com- 
plex and difficult task of man: aging the conversion for the Government 
are looking for the same thing, the least possible amount of idle 
materials and idle men during this period. 

I might say in passing that this committee is looking for light, 
not heat. We are not among those who assume that whenever a man 
leaves his private life and private business to go to Washington and 
answer the President’s call to take over a tough job for his country, 
he immediately grows horns. We know that most of these men are 
serving their country at a sacrifice, and we are interested in building 
the peoples’ confidence in their Government where it is merited, rather 
than tearing it down. Our interest, and our only interest, is in help- 
ing Government merit this confidence, and in keeping production high 
and workers on their jobs, all over America. 

We cannot stockpile labor. Idle steel means idle men. Entirely 
aside from the human aspect as it affects both businessmen and work- 
ingmen, we cannot afford to allow small industries to go to the wall. 
They are the foundation of our free, incentive system. We need them. 

Several materials essential to normal operation of most small indus- 
tries are critically short. One of these, the one currently responsible 
for the cutbacks of production in Detroit is steel. 

Military production today is using less than 10 percent of our 

railable supply of steel. Yet t demands for steel are so heavy that 
Senne seems not to be really enough for anybody. ; 

Our purpose here this morning is to explore the facts of this situa- 
tion. In passing, I might point out that since we have begun the 
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preliminary work preparing for this inquiry, two constructive steps 
have been undertaken by the Government. First, the National Pro- 
duction Administration has announced a new regulation under which 
the smallest businessman, who uses a very small fraction of the 
Nation’s total supply material, can write their own orders of priority 
up to a limited supply of steel; 5 tons of carbon steel, one-half ton of 
alloy steel, 500 pounds of copper and brass, and 500 pounds of alumi- 
hum per quarter. 

Second, the active support of Mr. Charles E. Wilson, Mobilization 
Director, and Mrs. Anna Rosenberg, Assistant Secretary of Defense 
in. Charge of Manpower, has been obtained in channeling a prompt 
incréase in the sort of war contracts which would provide immediate 
work for small and large business and the employees of both, to 
Detroit. 

Our first witness this morning is a small-business man who has a 
war contract but has had difficulty getting steel to carry it out. Now, 
as chairman of this committee, we’re very happy to welcome here 
Senator Ferguson, the senior Senator from Michigan, who has come 
here from Washington to attend these hearings. We're also glad 
that Governor Williams has been able to take time off from his heav y 
duties in Lansing to come here and sit with us. 

Most of you know he’s been ver y active in setting up State agencies 
to help small business and has done a great “7 il for it. I’m very glad 
also to welcome the district attorney, Mr. Edward Kane. At my 
right is Mr. Blake O’Connor, the chief investigator for the com- 
mittee. Please call the first witness? 

Mr. O’Connor. Is Mr. Hartsell or Mr. Weeks here? 

The CHamrMan. Mr. Hartsell, Mr. Weeks. 


STATEMENT OF JOSEPH L. HARTSELL, JOHN G. WEEKS, OF THE 
HARTSELL AIR TERMINAL CO., PLYMOUTH, MICH. 


The Cuatrman. Mr. Hartsell, do you have a prepared statement? 
Do you want to tell your story in your own way ? 

Mr. Hartsety. I have something prepared here. 

The CuarrmMan. How lengthy is it? 

Mr. Harrseii. Not too lengthy. My name is Joseph L. Hartsell. 

The CuarrmMan. Read it, please. Read it loudly. 

Mr. Harrse.. I own and have operated a serew-machine plant since 
1942, manufacturing 

The Cuarrman. Mr. Hartsell, read louder so we can hear you. 

Mr. Harrseii. I’ve operated a screw-machine plant since 1942, 
manufacturing various products for both civilian and defense con- 
sumption and supplying machine parts for automobile and truck 
manufacturers. 

After August of last year we found it more and more difficult to 
obtain material to fill our orders. To better illustrate this, I would 
like to give you a few cases taken from our files. Before I get into 
actual cases, however, I would like to point out to you that we are ¢ 
small business, employing from 10 to 30 employees, depending on 
business conditions and the availability of material. 

On one particular part, which we make for a large truck and farm- 
equipment manufacturer, we have been the principal supplier for 
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about 5 years. For the past year the steel mill from which we me 
mally obtained this material has been unable or unwilling to supply 
us the steel without a DO rating. As a result, we have been unable 
to make the part, and this, of course, resulted in the laying off of a 
few employees. 

In another case we received a sizable order from one of the larg- 
est automobile accessory makers in the business. After many days 
in trying to place an order for the necessary material, we finally locat- 
eda Mr, " Desaquino of the State Service Steel Co. of 728 United Artists 
Building, Detroit, Mich. This firm accepted our order and promised 
us delivery on April 16. Along with our order we gave them a check 
for $750 as a deposit and advised them that we would take the ‘steel 
c. o. d. or sight draft attached to bill of lading. 

At this time we informed our customer of our success in placing 
an order for the steel and we immediately started follow-up on the 
material and our tooling for the job. 

The Cuarrman. As I understand it, you had a promise from a States 
Service Steel Corp. ? 

Mr. Harrsevy.. That is right. 

The Cuatrman. To deliver you steel ? 

Mr. Harrseti. That is right. 

In due course, we were advised that the steel was available for ship- 
ment from New England Iron & Steel Co., 163 Clinton Street, Broc- 
ton, Mass., and we were given car numbers in order to trace the ship- 
ment. It turned out that there were not car numbers like this and 
we again got in touch with them and they advised that it was coming 
by private carrier. 

In the meantime, our customer offered help in tracing the shipment 
and their follow-up department could find no trace of the steel in 
Brocton. 

The CHarrmMan. Who was your customer? 

Mr. Hartsent., A. C. Spark Plug. As a resudt, we not only had 
our order canceled due to our in: bility to meet delivery requirements 
but we lost our $750 deposit and about $500 additional that we had 
spent in preliminary tooling. 

This case illustrates the lengths a small manufacturer, such as we, 
will go in order to keep customers and to keep people employed. 

In another case we have made a part for one of our larger auto- 
mobile makers for about 3 years, but for the past year we have been 
unable to obtain material from our regular source for this part, due 
to the fact that it did not carry a DO rating. In this situation, when 
the question of delivery became acute, our customers supplied us with 
material, in order for us to meet their delivery requirements. 

These are only a few of the cases that have given us trouble for about 
the past year. As a result of the difficulty we encountered in trying 
to obtain material, we decided that our only salvation was to go 100 
percent into defense work. 

During the early part of this year we were discussing our problems 
with Mr. Weeks who has assisted us over the past few years with some 
of our sales and engineering problems. He proposed a plan of getting 
together a few small manufacturers and obtaining an order ‘With a 
DO rating that would require all of our individual skills and this 
would enable all of us to keep our forces together and continue in 
business. 
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The problems faced by small business in defense work can better be 
explained by him as he has handled all of the details in connection with 
this. 

The Cuarrman. Mr. Weeks, would you like to explain that ? 

Mr. Weexs. My name is John G. Weeks, and I am a sales engineer 
with offices at 8101 Military Avenue, Detroit 4, Mich. 

Among the firms that I service is the Machine Products Division of 
Hartsell Air Terminal. 

You have just heard Mr. Hartsell relate some of the problems 
faced by small business in relation to nondefense work. 

In the early part of this year I was discussing with Mr. Hartsell the 
problem of keeping his plant operating and it was apparent that his 
only salvation was defense work. 

The difficulties faced by smaller plants in obtaining orders and 
manufacturing products for defense use are many and varied. In the 
first place, the smaller plant usually does not have all the facilities 
necessary to completely fabricate the part. In many cases, this re- 
sults in handling the part a number of times and this, in turn, increases 
costs. 

In the second case, many small manufacturers cannot take a large 
contract or order due to his limited facilities and financing. This 
places him in the position of competing with the large tonnage users at 
the steel mills and it is no secret in any business that the large buyer 
gets preference. 

To overcome these difficulties, I proposed to Mr. Hartsell that we 
attempt to solicit the aid of three or four smaller manufacturers of dif- 
ferent skills and arrange to move them into his plant but still have 
them remain subcontractors. This would overcome the problem of 
handling a large number of parts and thereby reduce costs to a 
point where we would be competitive. 

This would also enable us to go after a much larger order and 
thereby we could order material in large enough quantities for the 
steel mills to pay a little attention to us. 

We worked out the details of getting together three small shops 
and getting them to agree to go along on a set- up such as this, and 
then the problem of getting business for an enterprise of this type was 
faced. 

In the latter part of April we were able to obtain from one of the 
larger manufacturers of tank tracks an initial order for 225,000 tank- 
track bushings with a DO-(4 rating. 

This order was in the nature of a trial and we were told that if we 
could satisfy their requirements we could obtain just about all of the 
business we could handle. 

This initial order required 100,000 feet of alloy steel tubing and an 
order was placed with a tube mill for the material and the DO-04 
rating was extended to the mill. Shortly after placing our order we 
contacted the mill and we were advised that, due to the confusion 
in regard to CMP and the fact that they were subject to directives 
from various branches of the Government, they could not give us a 
definite delivery date. 

In the meantime we inquired as to other sources for this material 
and found that there were four other producers of this material and 
they were in as bad, if not worse, shape than the mill with which we 
placed the order. 
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To leave no stone unturned, we started to canvass the warehouses 
and located approximately 6,000 feet of this material in one of our 
local warehouses. This would enable us to meet our June schedule 
and we hoped that by July we would start getting material from the 
mill. 

The warehouse advised us that they could not release the tubing 
without a DO-01 rating. 

It was our opinion that the number of the DO rating had no bearing 
on delivery and this opinion was confirmed by our NPA oflice here. 
Our local NPA office checked further with Washington and found 
that material of this type had been frozen in the ware shouse for future 
use of the Air Corps and the only way it could be obtained was for 
the Air Corps to release it. 

The Carman. Did you find out where that material was, where 
it was being held? 

Mr. Werks. Yes. 

The CHarrman. Where? 

Mr. Werks. Service Steel Co. 

The CHairman. So the Service Steel Co. here had the steel ? 

Mr. Werks. That is right. 

The CHarMan. But they could not deliver it to you because it was 
being held ? 

Mr. Werks. Restrained order issued by the NPA. 

The Cuamman. Do you have any knowledge of when that steel 
was to be used or was used; or is the steel in the warehouse ? 

Mr. Weeks. I'll go into that a little further. With the aid of Mr. 
Leininger of our State small business committee, we finally contacted 
Captain Reems of the local Air Corps office and he was of the opinion 
that the material could be released. While in his office, we again 
contacted the warehouse only to find that part of the material ‘had 
been sold and the balance transferred to their Los Angeles warehouse. 

Does that help you ¢ 

The CuarrMan. Yes. 

Senator Frreuson. How long a period was that after you first 
heard ¢ 

Mr. Werks. Somewhere between 2 and 3 weeks. It was naturally 
handled over the phone—most of these details. No exact record was 
kept of the time. 

The Cramman. Mr. Weeks, were you told, when you did first 
present your deal to this Service Steel Co., that the steel was here in 
Detroit ¢ 

Mr. Weeks. Oh, yes. Otherwise we would not have presented the 
order. 

The net result of this entire situation was that on July 3 we re- 
ceived notice of cancellation of our order, due to our inability to meet 
our June schedule. 

We realized that on this particular item we were working on rather 
a close deadline for material; however, we do know that other firms 
in the country are supplying this particular part and we do know that 
the supply is inadequate. 

While this initial venture has not proved successful, we feel that 
our plan of getting together a group of small manufacturers of differ- 
ent skills is basically sound and we intend to continue our efforts to 





SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 7 


secure business. We hope that in the near future material problems 
will be resolved to a point where we can obtain material soon enough 
and in sufficient quantity to enable us to use our equipment to its 
fullest productive capacity. 

The Cuarrman. As I understand the situation, Mr. Hartsell tried 
twice to keep his plant running by civilian work, tried to get material 
for it and was unable to do it, so then you formed a pool ? 

Mr. Weeks. That’s right. 

The Cuatrman. Did military work and obtained a deal? 

Mr. Weeks. That’s right. 

The Crairman. And still couldn't get the steel? 

Mr. Werks. That’s right. His efforts to get civilian business there 
go back over a period of a year where you search around for material 
and you get enough to run a day maybe and then you are down for 
2 or 3 weeks. The cases he cited to you were only two or three. There 
were 50 or 60 of that type in a year. 

The Cuamman. You say he employs how many? 

Mr. Weeks. From 10 to 30, depending on business conditions. 

The Cuatrman. How much did he spend in trying to get this pool 
together ¢ 

Mr. Werks. That is a rather hard question to answer. 

Mr. Harrsetyi. Mostly time. 

Mr. Weeks. Time and money involved in traveling, things like 
that; not a tremendous amount, but time. 

The Cuamman. Is your plant operating now, Mr. Hartsell? 

Mr. Harrsety. Yes. 

The CuamrmMan. What are you making now? 

Mr. Hartsett. Well, we have two. We have one aircraft job. It 
is a connector part, for radio and radar, and we have another for 
International Harvester in Indianapolis. We have a valve we make 
for them, and then for Chevrolet, Toledo, we make transmissions, 
the bearings. 

The CrarrMan. Well, are you operating at a full capacity now? 

Mr. Harrset,. No; we are only running an 8-hour shift. If we 
had a warehouse we could be running 16 and 24. 

Mr. Werks. And only part of your equipment ? 

Mr. Harrseti. Yes; that’s right. We are making one nose piece 
for some projectile: I don’t know just which one it is. We fabricate 
a machine screw. It is their order. We subcontract the screw ma- 
chine order and they furnish the material for that. 

The Cuamman. Now, you are operating on a regular 8-hour day? 

Mr. Harrsetyi., Oh, yes, sir. 

The Cuarrman. And what critical materials are you using? 

° . . . > 

Mr. Harrseryi. Well, it is just steel. 

The Cuarrman. You are using steel on those items that you are 
making now but you can’t get the specific kind of steel you need to 
make the other orders? 

Mr. Harrseti. One particular job T ran so long I decided—they 
are supposed to be made out of B—11, 12, or 13 material. It was fast. 
Then we had to make it out of C—11 or 17 which slowed it down over 
almost one-third of the cutting speed, so that was the material that 
they supplied to us. Of course, naturally, we had to have more money 
to make the purchase order for the part to run it out of this material. 
That covers only this amount of material that they sent us. 
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Senator Frreuson. I have a few questions. Prior to Korea which 
was June 25, last year, how many hours were you working a week; 
in other w ords, about how many shifts? 

Mr. Hartseiy. Well, we had kind of a split shift there. We had 
quantities to produce, we would run extra hours on overtime. 

Senator Frreuson. But you were really working one shift? 

Mr. Hartsein. One shift, yes, but overtime and ‘Saturday s, and 10 
hours a day; on Saturdays rather long hours were required. 

Senator Frreuson. On this subcontract that you have now, do you 
have priority ratings? 

Mr. Harrse.yi. Yes. 

Senator Frrcuson. Therefore, you get material ? 

Mr. Hartset,. Some material, yes. 

Senator Frreuson. Now, I didn’t quite understand how you lost 
$750? You mean these people took your order, took your money and 
never gave you any steel? 

Mr. Hartsetn. That’s right, and you can’t even find the people. 

Senator Frercuson. So this is what we call one of these “fly by 
night” set-ups, setting up an office, taking advantage of a small- 
business man and vetting $750 on the gr ounds they were going to get 
him steel, and they probably never had a place to get steel ‘because you 
followed it up and found the place that was to ship the steel had no 
order or anything else for you? 

Mr. Hartsety. Well, I received telegrams from the same person in 
Boston, Mass., advising us that the material was shipped. 

Senator Frrevson. In other words, they had a coconspirator in 
Boston ? 

Mr. Hartsevi. That’s what I think, but I don’t know. 

Senator Ferauson. Have you gone to the prosecutor on this? 

Mr. Hartseii. Well, I have asked my attorney about it. He says, 
“I don’t know.” 

Senator Frrevson. I am talking about the prosecuting attorney. 

The Cuarrman. The prosecuting attorney. 

Senator Frrevson. The prosecuting attorney doesn’t need any 
money to go—you don’t need any money to go to ‘the prosecutor about 
these ‘telegr: ams. You see that gentleman in 1 the blue suit? He is the 
United States District Attorney. I am sure he will be interested in 
knowing something about these telegr ams and about this case. 

The Cuamman. What price did they ask you for this steel? 

Mr. Harrseu. I have it right here, eight seventy-five a hundred- 
weight. 

The CuatrmaAn. How does that compare with what you consider to 
be a normal price? 

Mr. Harrsetn. That was about right to the warehouse price in 
that vicinity. The freight was $1 a hundredweight so it would have 
been nine seventy-five, more likely about 10 cents a pound. 

The CHarrmMan. They did not charge a gray market price, they 
simply took your down payment and left town, is that right? 

Mr. Werks. Yes. 

(The following questions by Governor Williams were asked at the 
request of Senator Moody :) 

Governor Wit11aMs. Following this particular line of inquiry, Mr. 
Weeks, I thought you said that you did locate this steel eventually 
but that the steel was sent to somebody else, is that true? 
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Mr. Weeks. No, we located approximately 6,000 feet of this stock 
in a local warehouse and attempted to place an order with them with 
a DO-04 rating, and we couldn’t get the DO—04. 

Governor Witu1AMs. Were they the same people / 

Mr. Weeks. No, that was a different situation entirely, Governor. 
J misunderstood you. . 

Governor Witu1aMs. I see. Now, Mr. Hartsell, did you operate in 
World War II! 

Mr. Harrseu. Yes. 

Governor Wiiu1AMs. What kind of problems did you have then in 
the getting of materials? 

Mr. Harrsety. Well, that seemed to be pretty easy there after we 
got started because it seemed as though it all went to one place any- 
way. We had a high aircraft problem of parts we were making for 
jettison tanks and they carried real high priority and we manufac- 
tured practically every fitting for the jettison tanks that was used in 
the war. 

Governor Wit.1aMs. In other words, eventually in World War Il 
you got into high priority defense production and you didn’t have any 
problem at all, then ¢ 

Mr. Harrseti. None whatever, no. 

Governor WiLit1AMs. Now, how much steel per month did you use 
when you were at top operation ¢ 

Mr. Harrsetit. Now or in World War IT? 

Governor Wittiams. During the last 2 years what did you do prior 
to the beginning of the war in Korea? 

Mr. Hartseti. Well, 1 would say it was probably 15 to 20 tons per 
month. 

Governor WiiuiaMs. I think one of the other Senators has arrived. 

The CHatrMan. We will suspend for a moment. Senator Benton, 
we are glad to welcome you. 

(Short recess. ) 

Governor Witi1aMs. Mr. Hartsell, I was asking you what was the 
greatest amount of steel per month you used prior to the beginning of 
hostilities in Korea ¢ 

Mr. Hartseii. About 20 tons per month. 

Governor Witt1aAMs. About 20 tons per month, and how much are 
you using now ¢ 

Mr. Harrseti. Well, I am getting probably about: 5, maybe 10. 

Governor WitL1AMs. Five or ten ? 

Mr. Hartseti. Some months 10 and some months 5. 

Governor Witu1aMs. I see, and do you have any specific priority te 
get that? r 

Mr. Werks. No. 

Mr. Hartset.. Just call your friends and see if they have it, and 
what you can get of it, why you get it. 

Governor Wititams. Now, when you call your friends, are they 
warehousemen or what ? : 

Mr. Hartseti. Well, I mean it is people you know in the steel 
business. You do get a favor from them occasionally. Somebody 
who didn’t know them at all wouldn’t get any. 

Governor WiuttaMs. Are they warehousemen ? 








10 SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 


Mr. Harrsexy. It is all warehouse. You can’t place a mill order. 
1 haven’t had any mill steel for years, and all of our prices were 
predicated on mill steel to start with. 

Governor Witziams. When you ordered steel prior to Korea— 
those 20 tons a month did you get it directly from the mill or from 
a warehouse ¢ 

Mr. Harrseti. That was from the mill, practically all from the 
mill at that time. 

Governor Wituiams. And for how long have you been getting it 
from a warehouse ? 

Mr. Harrseti. About a year. 

Governor Wintuiams. How long after the commencement of hos- 
tilities did you have it shipped from the warehouse? 

Mr. Hartse.n. Well, it was around last August, almost a year ago. 

Governor Wiu1aMs. How much increase did that mean to you in 
the per-ton steel ? 

Mr. Harrtseiy. In most cases it was around a cent and a quarter a 
pound more, counting the freight. 

Governor Wiiutams. Now, is the type of steel that you got a par- 
ticularly difficult kind or a common type? 

Mr. Harrseii. No; it is just a normal common steel. There is 
nothing that is critical about it at all, not of a high alloy. 

The Cuamman. The ability to get steel then depends on who you 
know, is that the idea / 

Mr. Werks. It seems that way, and how much you can bank. 

The Cuarrman. There has been a good deal of talk about pricing 
of steel, the so-called gray markets of steel; have you had to pay a 
higher price or a normal difference between a mill price and a ware- 
house price. Did you feel you had been charged prices out of line ¢ 

Mr. Weeks. No. 

The Cuamman. There has been no grey market so far as you are 





concerned ¢ 

Mr. Weeks. No; there has been no grey market. 

Senator Ferevson. Mr. Chairman, may I ask one question? You 
believe that steel being taken out of the market is put in warehouses 
and stored ¢ : 

Mr. Weeks. There must be, I can’t see where it would be otherwise. 
I believe it is. 

Senator Fercuson. You believe it is, but do you have any evidence ? 
That is what I want to get at. 

Mr. Weeks. I heard talk around. I don’t have any absolute evi- 
dence. 

Senator Fercuson. Now, steel is a pretty hard thing to conceal, isn’t 
it? 

Mr. Werks. That’s right. 

Senator Fercuson. Sheet steel and bar steel, et cetera? Have you 
any direct evidence that any of these warehouses are taking and hoard- 
ing steel and putting it onto either a grey or black market? 

Mr. Weeks. No; I don’t. 

Senator Frrcuson. You don’t have any direct evidence along that 
line? 

Mr. Weeks. No. 

Senator Frrauson. Do you work with the DO order now ? 
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Mr. Werks. Well, I have two DO orders. 

Senator Ferguson. You have two. Did you have any difficulty 
getting steel on those two? 

Mr. Weeks. That material is furnished. 

Senator Frrcuson. That is furnished by the manufacturer that 
subcontracts to you? 

Mr. Werks. That’s right. 

The CuarrMaNn, As a small-business man, you go out and get steel 
yourself and you have great difficulty in getting it? 

Mr. Weeks. That’s right. 

The Cuamman. Whereas, if you have a prime contractor doing 
business with you and fanlabion you steel, then you would get it? 

Mr. Werks. I would get it, yes. 

The CHatrman. Did you ever buy steel previously from the so- 
called State Service Steel Co.? 

Mr. Werks. No. 

The CHarmmMan. This is just a desperation move to get some steel, 
is that the idea? 

Mr. Werks. Yes. 

The CuamMan. How did you place your order with this company, 
go down and see them ¢ 

Mr. Werks. No; we mailed them a check. 

Senator Frercuson. Did they solicit you? 

Mr. Weeks. No, we solicited them. We found out about it and 
we solicited them. 

The CuammMan. How did you find out, who sent you to them? 

Mr. Weeks. I forget now just who it was that did tell us that they 
had material available. In fact, I am not the only one that this steel 
company got. There are two other outfits. They did them more 
than they did me. 

Senator Frreuson. Is that so? 

Mr. Werks. Yes. 

Senator Ferguson. Who was the State Steel Co., could you tell us 
the name ? 

Mr. Weeks. Mr. Desaquino. 

The CuatrmMan. Do you know the gentleman’s first name and can 
you spell his last name? Do you have material on him? The dis- 
trict attorney is watching over there. This may develop some re- 
sults. 

Senator Frrevson. Better give him the full name. 

Mr. Harrsett. Del C. Desaquino. 

Senator Frravuson. What was his address? 

Mr. Harrse.y. Here in Detroit? 

Senator Frrauson. Yes? 

Mr. Harrsevy. It is in the United Artists Building. Yes, I have 
it on the slip there. 

Senator Frreuson. Did you ever go to his office and talk with 
him ? 

Mr. Harrseti. No. ; 

Senator Frreuson: Either by telephone or telegraph, is that right? 

Mr. Harrsevn. Yes. 

Senator Frreuson. Did you talk to him on the telephone ? 

Mr. Harrsetn. Oh, yes. 
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Senator Fercuson. And he told you he would have this steel for 
you! 

Mr. Hartsett. Yes. He talked to me about that. He was handling 
the steel following this. 

Senator Frereuson. As far as you know these people are not in 
Michigan at all? 

Mr. Hartseiv. No, they aren’t in Michigan. 

The CuatrmMan. You don’t know where they are? 

Mr. Harrseitt. The last word I have was the telegram there, the 
Roosevelt Hotel in Boston. 

Senator Frerauson. Now, do you know of any other firms that are 
operating like this? 

Mr. Harrsein. No, I don’t. 

Senator Frereuson. This is the only one you have ever heard of? 

Mr. Harrsetx. That is the only one I know. 

The CuarrMan. Can you give us the names of other companies you 
say were taken by this plan ? 

Mr. Harrsevz. I don’t have the names here but I can get them 
for you. In fact they haven’t been able to locate them. I thought when 
1 started trying to find out about this—I found out one for $6,000 
and another for $4,000 from the same people, different ones in a 
lump sum. 

Senator Frrevson. Let me see that. This order where the steel was 
shipped to California—I am talking to Mr. Weeks—you have no 
reason to believe that that wasn’t the proper shipment ? 

Mr. Weeks. Oh, no. 

Senator Frreuson. It was Air Corps; everything was regular 
along that line? 

Mr. Weeks. That’s right. No, I have no reason to believe other- 
wise. 

Senator Fereuson. You have no complaint to make that the Air 
Corps froze the material because it might have been for a vital part, 
for instance, of an air jet engine / 

Mr. Weeks. The deal for DO-01 was for airplane frames. 

Senator Fereuson. Rather than air engines? 

Mr. Werks. Yes; and I have a feeling it has been frozen quite 
awhile and I just hadn’t caught it soon enough. I don’t know. 

The CHarrman. When you went back 2 weeks later and the steel 
had gone, wouldn’t that indicate the steel was not being held very 
long ¢ ; 

Mr. Weeks. Well, I understand the balance of it was transferred 
to their Los Angeles warehouse. 

The Cuarrman. And left in the warehouse? 

Mr. Werks. I do not know: I couldn’t very well question them 
on that. 

The Cramman. But, anyway, you had formed a pool to— 

Mr. Werks. That’s right; we formed this pool, feeling we could 
take a bigger contract with three or four people of different steel 
and, thereby, we could order material in larger quantities, maybe 

exert some pressure with the mill with a DO rating, and so on. 

The CHairMaAn. So you formed a pool and you got a contract? 

Mr. Werks. That’s right. 

The Cuatrman. And you got an order, a DO order? 
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Mr. Weeks. That’s right. 

The Cuairman. And you couldn't get the steel 

Mr. Weeks. That’s right. 

The CuHarrman. The net result was the order was canceled; you 
lost the business because you could not make a schedule, because you 
couldn’t get steel ? 

Mr. Weeks. That’s right. 

Senator Frreuson. You had a DO order and a DO-01 wa’ re- 
quired, so they took the steel out of the city here and took it to 
California ? 

Mr. Werks. That’s right. 

The Cuatrman. Do you know, Mr. Weeks, that the military re- 
quirements are taking less than 10 percent of the steel / 

Mr. Werks. Well, I think you will find in later testimony in the 
day that will be disproved. 

The Cuairman. The military order is taking less than 10 percent of 
the steel ? 

Senator Brenton. Because this is the city of Detroit, because I 
come from Connecticut where we have so many small-business men 
wanting steel, it is fair to report to you that in Connecticut the busi- 
nessmen all there think you are getting all the steel in Detroit to make 
automobiles, the steel is all going to making automobiles, which is why 
they are not getting their steel. I get a very heavy mail to the effect, 
“Why is this steel being used to ms ake automobiles for people to ride 
around on Sunday?” And, “I am being put out of business because 
I can’t get the steel.” 

Do you run into any feeling of that kind in Detroit ? 

Mr. Werks. No. 

Senator Frreuson. I really thought your people in Connecticut 
knew that automobiles were a necessity; people use them to go to work, 

Governor WiturMs. I would like to ask two different questions 
here. First of all I think when I asked you whether you were getting 
steel now—this 5 to 10 tons—and you said you were getting that, 
that was without a DO? Did I misunderstand you? 

Mr. Harrseit. Oh, yes, I am getting it without a DO. 

Governor WititaMs. You are getting it without a DO, at present ? 

Mr. Harrseni. Yes. Well, in one case they are, but I am buy- 
ing—in fact I did buy 5 tons of it. 

Governor WituiAMs. You bought 5 tons without any DO, without 
any supplier giving it to you or anything else / 

Mr. Harrsei. That's right. 

Governor WituiAms. You can get a dribbling amount of steel? 

Mr. Hartseiu. Yes, you can. 

Governor WILLIAMS. Now, second, do you have any problem in 
getting the business and the order to do work ? 

Mr. Harrsent. We get all the orders we want if we can get the 
material. 

Governor WILLIAMs. Can you get Government orders? 

Mr. Harrsert. That I haven’t tried too much. We had this one 
here. My Government orders are all subcontract work. 

Governor Witi1ams. Mr. Weeks, you seem to have some information 
onthat. Are you able to get it, get the defense contracts ? 
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Mr. Weeks. Yes, there is no question about the fact that you can 
get it. The problem is supplying them so you can get them. You 
have your particular equipment and then after you trace those down, 
there is the problem of materials that comes along the same as we 
have on this particular order. 

Governor Witi1ams. These defense contracts, I take it, are of vary- 
ing importance to you in that on some of them you can get the DO, 
some*you can't get a DO? 

Mr. Werks. It all depends what the order carries, 

Governor Witt1ams. Some DO? 

Mr. Werks. Yes. 

Governor Witutams. Well then, the question is how high a priority ? 

Mr. Weeks. Well, as I understand it, ratings have no bearing on 
delivery price right now, directives have no bearing on the delivery 
price right now. 

Governor Wittiams. I see. 

The CHamman. The Governor said they dribble in without the 
DO or help by you; and didn’t you testify, Mr. Hartsell, that was 
coming to you from prime contractors ? 

Mr. Harrsen. On the defense orders that I have, the material is 
being furnished by the prime contractor. 

The CnatrMan. So you don't have a DO for it yourself, but, pre- 
sumably, the prime contractor does have it and gets it ¢ 

Mr. Harrsetn. Oh, yes. He passes it on to me. 

Governor Witiiams. Now, wait. That is the thing that is con- 
fusing, Senator Moody. I think he testified, whether he meant to or 
not, that some steel to the extent of 5 tons he gets without any aid 
except his own, not his prime contract. He just gets it himself, is 
that correct ? 

Mr. Hartseti. Oh, yes, that is correct. You can buy some material 
on the open market. 

Governor WittiAMs. Now, do you have to pay any premium to get 
that ¢ 

Mr. Harrsevt. No, no, straight from the warehouse. 

Governor WiLLiams. But at the same time you get that you also 
get, some other steel because you do have a prime contractor who is 
able to get it either through a DO or because he is a larger operator ? 

re Harrsenn. Well, he has that and he ships it in to me to fabricate 

5 parts from. 

"Tian Wituiams. You are not talking about that steel when 
you are talking about the steel you get yourself ¢ 

Mr. Harrseti. No, no. 

The Cuamman. Are there any other questions? Thank you very 
much, gentlemen. 

Mr. Weeks. You are entirely welcome. 

The Cuarmman. I think if possible, Mr. Kane | United States dis- 
trict attorney |, they want to discuss something with you. 


STATEMENT OF BERNARD J. TEAL, COPARTNER, TEAL MACHINE 
PRODUCTS CO., DETROIT, MICH. 


The Cuairman. Is Mr. Bernard J. Teal here? Will you take a seat. 
You are the president of the Teal Machine Products Co. ¢ 
Mr. Tran. Copartner. 
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The Cuarrman. Copartner? I understand you have been having 
some difficulty with materials also. Will you tell us about it, plea set 

Mr. Tau, Well, our business is a screw machine business also. We 
make parts for Cadillac, Continental, Gar Wood, Chrysler Corp., 
among others, and they are cur biggest customers. 

Senator Benron. How big is your business ? 

Mr. Trax, It isn’t large. 1 would say the capital is around 
$100,000. 

The Cuarrman. How many people do you employ ¢ 

Mr. Tau, Normally or now ? 

The CuarrmMan. Normally. 

Mr. Trax. Fourteen in the production end. 

The CHarrman. How many are you employing now? 

Mr. Tran. Seven. 

The CHamman. So you have a lay-off of half of your staff? 

Mr. Tear, We closed down one shift. We normally operate with 
two. We have been unable to get steel in sufficient quantities to 
man any program to keep our plant going. We get it in dribbles and 
drabbles, as the gentleman testified. Most of our work is defense 
work at present. We also are contractors for Army Ordnance. We 
just received an order from them, an $8,000 order. We are able to 
procure steel for that. 

Senator Fereuson. Did you get a DO with that? 

Mr. Trau. Yes. 

Senator Ferguson. What number ? 

Mr, Traut. That is DO-04 I believe. I have the contract number 
here. 

Senator Benton. How many numbers are there on these DO’s? 
How big do they go? 

Mr. Tra. I think they go to No. 1 if I am not mistaken. 

Senator Frreuson. What is the highest ? 

Mr. Tran. DO-29. 

Senator Frerauson. 29? 

Senator Benton. Are there 29 gradations of DO’s? 

Mr. Tran. That I couldn’t say. The ones that I have run into 
DO-O1’s and DO-04’s and DO-29’s. Shall I continue ? 

The Cuairman. Yes, please continue. 

Mr. Trax. Our firm started in November of last year. We bought 
a going plant, supposed to have been going, but wasn’t going too 
well, I might say, and has lost approximately $18,000 since November, 
that is about 7 or 8 months. We have the work, we have contracts, 
as I say. I have a contract here carrying the DO-04 that calls for 
200,000 stubs for Winters Co. I haven’t been able to send an 
acknowledgment because we can’t get the steel. 

Senator Benton. What is that stock? 

Mr. Tran. The stud is somewhat like a bolt except that it is threaded 
on both ends. It has no head. 

Senator Benton. Is that a war order? 

Mr. Tran. Yes, sir. 

Senator Benton. When did they tell you they will give you steel 
on a DO for it? 

Mr. Trea. Well, the quantity we need—this is a mill product. In 
other words, we need 10,000 pounds for that particular part. They 
told us it would be about 6 months. 
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Senator Frercuson. Six months? 

Mr. Trav. Yes. 

The CuHamman. What kind of steel is that, carbon steel? 

Mr. Trax. It is carbon steel but it isn’t B—11 12, it is 11 47. 

Senator Benton. At what point does it get too big to have ware- 
house distribution ¢ 

Mr. Trax. Over 2,000 pounds, approximately that. The mill won’t 
accept an order under 2,000 pounds, so that anything under that is 
a warehouse deal. 

Senator Benton. Beyond that, you get a better price going direct. 
to the mill? 

Mr. Trau. That is correct. Now, on this particular order we 
couldn’t compete with warehouse steel at the price that this job is 
quoted. You have got to get a DO, that is correct. 

Senator Frrevson. But you can place an order bigger than that 
with a warehouse ? 

Mr. Tran. Yes; you can. 

Senator Frreuson. But you have to pay a large price ? 

Mr. Trav. That is correct. 

Senator Ferauson. What is that differential ¢ 

Mr. Tran. Oh, I would say 1 percent. I am guessing; I don’t know 
for sure, but I think that is about it. 

Senator Ferguson. You have a suggestion as to what the remedy 
would be? 

Mr. Teav. Well, I think I have one. Now, as a small-business man, 
most of our work is subcontracts. If the firms that I mentioned could 
have the steel for the orders that they give us, we could plan our 
work and fabricate these parts for them. 

Senator Fereuson. In other words, in all war orders if the prime 
contractor—who was the prime contractor here ¢ 

Mr. Tran. Winters Co. 

Senator Fereuson. Winters Co. If the Winters Co. would get the 
steel and give you the subcontract and the steel, then you would be 
able to plan in advance and be able to get these out and supply the 
Government this material on time? 

Mr. Tran. That is correct. 

Senator Frercuson. And you think as long as they let you gentle- 
men who have 7 employees, 15 employees or even 100, go out into 
the market with a DO order which many people refer to as a hunting 
license for steel, you just can’t find it? 

Mr. Trav. That is right. 

Senator Frreuson. And you spend all your time and effort, as I 
understand your testimony, looking around for this steel, whereas 
you think if the Government gave or allotted steel when it allotted 
the contract and allowed the prime contractor to distribute the steel 
or tell you where it was, you could solve this problem ? 

Mr. Trav. That is right. Now, I would like to get into this Gov- 
ernment end of this for a moment if I may. 

The Cuatrman. I would like very much to have you do so. 

Mr. Trav. I don’t have a prepared statement, but I am giving you 
my experience. 

The Cnarrman. That is what we want, 

Mr. Teau. On Government orders, to get Army Ordnance for ex- 
ample, the procedure for the small-business man is to wade through 
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thousands and thousands of blueprints. He can’t ordinarily spare 
men to sit down at Ordnance quarters and go through these blue- 
prints. It is too costly in procedure. 

The Cuatrman. He has to go to Washington ? 

Mr. Tra. Well, no, he can find his blueprints here. 

The Cuarman. He can find his blueprints here in the Ordnance 
district ? 

Mr. Tra. Oh, yes, but he is competing against every firm in the 
country. Now, then, if these prints can be confined to this area and 
the ones in Connecticut confined to Connecticut, letting those people 
in that area bid on those contracts, it would save a lot of confusion. 
You see what I am getting at? 

The Cuarrman, Yes, I do. Of course, might it not be there were 
some things that could not be produced in a certain area ? 

Mr. Traut. No, I don’t think so. For example, a screw machine 
part like a stud or a bolt can be produced almost anywhere. 

The Cuarrman. Anywhere there is a plant and the labor to do it? 

Mr. Trax. That’s right. We did it in our job for Army Ordnance 
of 30,000 studs that were for domestic and foreign use. Those studs 
could have been made anywhere in the country, but we had to bid 
against people all over the country. 

The Cicatane AN. Those contracts should be confined to a certain 
area so that there aren’t so many blueprints and there aren’t so many 
men that you are bidding against ? 

Mr. Traut. We are bidding against the whole country. The man 
who is going to get that job probably hasn’t made a bid, in the first 
place. Ifhe gets ‘the bid, it is unfortunate. 

Senator Frrauson. You are talking now about war orders? 

Mr. Treat. Yes, sir; confining myself to war orders. That is, a 
small business. 

The CHarMaNn. This is another example of the fact that although 
apparently, or according to figures we have, war orders proper are 
taking less than 10 percent of the steel, you can’t get steel for war 
orders? 

Mr. Tran. That is correct. We are doing a bronze roller job for 
Continental Motors. I think it is a very important job, it goes in the 
tank engine, and we have been waiting for bronze—well, we won't 
get a shipment until September. We have been waiting about 4 or 5 
months for that. 

The CuatrMan. Do you have any theories on where this steel is? 

Mr. Treat, No; I haven't. The only theory I have is that it isn’t 
available to small-business men. Where it is, I don’t know. 

Senator Frreuson. And the Army that is manufacturing these 
tanks, are they out endeavoring to find that for you? 

Mr. Tran. They have helped us try to find it. We have located the 
material in this case but it has to be made. Do you follow me? The 
mill has to fabricate the material so we will have to wait until that 
production schedule starts as to this particular specification. 

Senator Fercuson. This is a very complicated set-up ¢ 

Mr. Tra. Too complicated for a businessman who has to make 
money and wade through this stuff. 

Senator FrrGuson. In other words, you are not claiming there is 
anything wrong on the delay of this bronze. 
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Mr. Treat. Definitely not. 

Senator Frreuson. It is merely the Army that is helping to get it. 
They desire the bronze, and the place that is making it can’t make it 
for 5 months? 

Mr. Tra. That is correct. No; I don’t find anything wrong from 
the moral standpoint. I find an utter state of confusion, particularly 
with this Army Ordnance deal in Detroit. Whether it is the same 
all over the country, I don’t know. 

Governor Wiu1aMs. Mr. Teal, how many tons of steel did you use 
prior to Korea ? 

Mr. Tra. I had no experience prior to Korea, sir. We didn’t 
buy this plant, as I say, until November. 

Governor Witu1AMs. You are a new operator? 

Mr. Trav. That is correct. 

Governor WiiurAMs. Have you had any established contracts with 
mills or warehouses prior to the last 6 months? 

Mr. Trav. Prior to the last months; no. 

Governor Witi1aMs. But you do have now? 

Mr. Trav. Yes, we do. 

Governor Witu1aAMs. How did you acquire them? 

Mr. Tra. By calling them on the telephone, meeting them, pay- 
ing our bills on time; we became good customers. 

Governor Wiit1ams. How many tons do you use now ? 

Mr. Treat. Now? You mean how many do we use or how much 
do we need? 

Governor Witi1AmMs. How much do you use? 

Mr. Tran. Oh, I'd say we use about 15 tons a month. 

Governor Witi1AMs. And how much could you use if you could 
get it? 

Mr. Teat. About 40. 

Governor Wiiu1aMs. Now, I assume, naturally, that you believe 
in the private-enterprise system ? 

Mr. Teau. Definitely. 

Governor Wiiut1AMs. But you feel that there would be some merit 
in permitting the Government to distribute this in areas where they 
would let certain kinds of contracts, regardless of the fact that those 
contracts could be made almost any place in the country ? 

Mr. Tra. I would say so. I mean, it would avoid a lot of con- 
fusion and the man who is sitting on this contract would have some 
sort of a chance to get a bid where he could make a legitimate profit. 

Senator Ferevson. You wouldn’t want to say that only Toledo, 
Ohio, could make a certain kind of a nut or a bolt? 

Mr. Tear. No. 

Senator Fercuson. Because every place in the country could make 
it? 

Mr. Trav. If the part is going into an engine that is being built 
in Detroit for example, why not have the component parts. go to 
Detroit? If the facilities are here ? 

The Cuarran. That is the big question. 

Senator Fereuson. If the facilities are here? 

Mr. Trav. Yes. 

Senator Frrevson. Now, isn’t that part of the Ordnance, isn’t 
that the job of the Ordnance to see that, when that contract is let 
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in Detroit, he knows what subcontractors are going to furnish the 
material, and they issue DO orders to these subcontractors ¢ 

Mr. Treat. Furnish materials you say, Senator 

Senator Frercuson. The product; isn’t that the way they work it? 
I understood that the Ordnance, when it went to the prime con- 
tractor, said: “Where are you going to let your subcontract? You 
give us evidence that you can complete the contract.” 

Mr. Trav. Yes. 

Senator Frereuson. Isn’t that true? 

Mr. Treat. We are discussing two different things, sir. 

Senator Fercuson. You tell me what you are discussing. 

Mr. Trav. I am talking now about orders that the Government 
is itself placing for small quantities of materials, like studs, bolts, 
replacement parts. I am not talking about engines that go to a 
prime contractor; then he has to subeontract to those who make the 
parts for him. 

Senator Frerauson, But you are really a prime contractor on that 
small order ¢ 

Mr. Trav. That is correct ; on that small order, we are. 

Senator Frrauson. Now, they go to a man in Chicago, one in 
Toledo, one in Cleveland, in each of 10 other places ? 

Mr. Treat. Yes. 

Senator Frreuson. Now, do you think they ought to decide down 
in Washington that only a certain town or a certain place will be 
singled out to get that order? 

Mr. Tran. Well, ] say it depends on the nature of the particular 
part. If it is replacement parts, they can have the country bid on 
it, if they like. Of course, there isn’t so much money involved in a 
part like that. But, I say, where they built an engine for example 
in Detroit, I think Detroit manufacturers should bid on the making 
of the parts for it. If they make something in some other part of 
the country, tanks, for example, every man in that area first should 
bid to see if he can make it. 

The Cuamman. A good deal of the commodity would depend on 
the shortage of freight cars. There is one of the biggest excuses of 
steel now which is to build more freight cars and perhaps then do 
less shipping back and forth. That might necessitate further freight 
cars, 

Mr. Trax. That is true, too. 

The CuatrmMan. But ordinarily, you are operating in an area, of 
course, as you know, where there is a high degree of industrialization 
in a great many plants that fulfill the subcontracting needs of the 
prime contractor, and it might be in some other area of the country 
and the contract would go where there would not be this small-busi- 
ness man available, so as a general rule that work 

Mr. ‘Tran, Well, here is something I would like to call to your 
attention. 

The Army Ordnance proceeds under another theory, also called 
negotiated contracts. 

The Cuatrman. As a small-business man, I think I’d like to have 
your comment on how that negotiating system is working out from 
the st: andpoint of the small- business man. 

Mr. Tran. I think its working out very well as opposed to the 
other method. There is no comparison. We have a chance where 
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we’re bidding against two or three other firms for a part icular job. 
We haven’t where we are bidding against thousands. Under nego- 
tiated contracts, they call in order’ just like private industry does. 
For example, if I’m to make a part for Chrysler and they send me a 
print and they send two or three others prints, the low bidder gets 
the job, consistent with the quality of his work and what the par- 
ticular company knows about them. Why couldn’t the Government 
handle things that way, too; get three or four bids on these parts. 
The smallbusiness man then isn’t competing with everyone all over 
the country, and has a chance. 

Senator Frrcuson. How many contracts have you had come into 
your shop to bid on? 

Mr. Treat. Thousands. 

Senator Frereuson. Thousands of them? 

Mr. Trav. Thousands. We have blueprints that are stacked from 
here to the top of this desk. 

Senator Ferevuson. Does the Ordnance Department give you those ? 

Mr. Treat. No; we don’t go to the Ordnance Department. 

Senator Frereuson. Where do you get these? 

Mr. Tea. There’s too much red tape. 

Senator Frreuson. Where do you go for these negotiations? 

You're showing us a lot of red tape elsewhere. 

Mr. Tran. Vickers sends them to us; Gar Wood sends them to us; 
Cadillac Motor; companies in this area who know the work we do 
and want us to bid on the particular contract. 

Senator Frreuson. Do you get them from outside the Detroit 
area / 

Mr. Tgeau. Very very few. I mean, maybe one-tenth of one pre- 
cent, very minor. 

Senator Fercuson. Your bidding is generally confined here. 

Mr. Traut. Yes, as far as dealing with the civilians; not as far 
as dealing with the Government. 

The CHairman. But, even in your business with the civilians 

Mr. Trax. Individually we are still dealing with the Government, 
but we are doing work for prime contractor as subcontractor. 

The CHairman. I know, but you say you still have blueprints 
piled as high as this desk, even under the area system that you are 
indicating. 

Mr. Trau. That is correct; we can get work. I am not saying 
that we can’t get work. I don’t want to leave that impression. 

The CHarrMan. You can get work if you can get the steel? 

Mr. Tran. We can’t get the steel after we get the labor; that’s 
our trouble. 

The Cuatrman. Do you have any questions ? 

Senator Brenton. I have listened to a lot of testimony before the 
Small Business Committee, and I have just this comment for Mr. 
Teal on suggestions of setting up other standards for the Govern- 
ment in purchasing other than competitive prices: I am satisfied 
that you never can get any other standard that will be satisfactory 
for setting competitive prices. When you start to restrict in any way 
bids on the basis of competitive prices, you are yourself setting in 
motion a whole chain of events that will restrict productivity and 
tie up the defense effort even more than it is tied up and bringing 
out politics and politicians and pressures of all types and kinds. 
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Senator Frrauson. You’d also have to go to negotiating every 
small contract. 

Senator Benton. I think you’ve got to keep your yardstick prices. 
The minute you keep the prices, you have got to let anybody come 
in with a more efficient method. T want to “keep prices to the yard- 
stick for the benefit of the industrial States we represent. 

Senator Frerevson. A sample of which we all three spoke. 

Senator Benron. Yes. 

Mr. Traut. Why couldn’t we have negotiated contracts on a small 
volume, for example, I’m not talking about the million-dollar con- 
tracts. Let’s say the Government w ants a $10,000 contract or a $5,000 
contract. Is there any necessity to send that all over the country # 

Senator Benton. Negotiated contract? That, in my judgment, is 
an unhappy substitute for competitive business. 

Mr. Trav. It’s competitive business; there are three people bidding 
on a negotiated contract 

Senator Benton. On some, yes. 

Mr. Tea. Let’s have three or four or five or six bid on a job, and 
let’s keep it to a five- or ten-thousand dollar limit, small contracts. 

Senator Benron. Your purpose in that, though, is to get higher 
prices. 

Mr. Tra. My purpose in that is to make a living profit, a wage, 
legitimate profit of 20 or 25 percent. When we're “bidding against 
everybody in the country, we can’t make that, because somebody is 
bound to make a mistake in their bidding. That’s the man who gets 
the job, and he’s sorry after he gets it. 

Senator Benton. That does have application, unquestionably, but to 
happen every time to every company in the country. 

Governor Witx1ams. I would like to ask one question. You say 
you have trouble wading through a lot of blueprints and orders. Now, 
would it be possible to “classify a little more closely so that each one 
that you looked at would be right within your competence ? 

Mr Trav. Yes; that would be a very good suggestion. Most prints 
could be classified as a type of print, size of steel, and so forth, which 
would help terrifically, I think. 

The Cuamman. Are there any other questions?) Mr. Teal, thank 
you very much. 

Mr. Tray. Senator, are you interested in RFC matters? Does th at 
come within your province as it relates to the small-business man ? 

The CHamman. Well, if you state it briefly; yes. 

Mr. Trau. I will state it very briefly. As I said before, our firm 
has been losing money — along. We have no mortgage on our 
equipment; it’s free and clear. We have applied for a loan, a very 
minor amount slinuiidlend ootieuie that the RFC was customarily hand- 
ing out—about 50 or 60 thousand dollars. We have assets of about 
$100,000 that are unencumbered that we could pledge as security 
for this loan. We have applied for a loan as a small-business man. 
It’s only until the situation clarifies itself, and it would help us im- 
me vasurably to get that assistance. We have applied for this loan, 
as I say, and we have he sard nothing from them. Now, if this com- 
mittee could expedite service to the small-business man, it would help 
tremendously, seeing if they can tell us up there “Yes” or “No” a little 
faster than they do. 
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The Cuarman. I think that’s about right. You’re asking for 
what amounts to a loan of operating ‘apital during the period you 
are losing money because you can’t get material; is ‘that right ? 

Mr. Treat. That’s right, and with collateral to substantiate the 
amount— 

Senator Benron. I think this is a matter of great importance on 
which we are really just beginning hearings. “T have just leaned 
over and whispered to Senator Ferguson that I’m in complete accord 
on this one, although I differed with you a moment ago. I think one 
of the gaps in our economy that was not thought about, not properly 
filled in this war effort, is the problem of financing smaller, inde- 
pendent businessmen during this period when they’re being put out 
of business by not being able to get materials; when, just as soon as the 
war effort gets rolling in theory, he is supposed to become a major 
contractor, a major source of supply, and one of our great productive 
assets in the war economy. 

The Cuamman. And a man we can’t get along without. 

Mr. Tea. I think we will make money ‘as time goes on; I really do. 

Senator Benton. That is a good case story, then, to bring before 
this hearing. 

Senator Frerevuson. As I understand, you applied in February for 
this RFC loan? 

Mr. Trea. Yes. 

The Cuairman. It is now July, and you haven’t had an answer of 
either “Yes” or “No”? 

Mr. Trav. That’s right. 

The CuarrMan. Have you been tothe RFC office yourself ? 

Mr. Treat. We have a conference that is supposed to handle it. 

The Cuairman. Have they been in to see the RFC? 

Mr. Trav. Yes, but he says it takes time; it’s a certain procedure 
in going to Washington, and until it gets out of Washington, you just 
have to sit and wait. 

Senator Benton. That is a good case story ; there are many like you. 

Mr. Treat. We have had acknow ledgment that a have received it. 

The Cnatrman. I might say we have had considerable face- lifting 
of late in that department, since Mr. Symington took over, and it 
may be that you’re more likely to get action under the new RFC than 
you were before. However, I would suggest, if this is an important 
matter to you, that you not leave it to some outside group to act in 
your behalf. Why don’t you go into the local office and find out 
yourself / 

Mr. Trau. I will have to do that. 

Senator Benron. He has recently—I noticed in the paper a week 
or so ago—withdrawn from the local office the authority for these 
loans. 

Senator Frercuson. But I think they confer with them. 

Senator Benron. And he can recommend. 

Senator Frrevson. He cannot actually sign the loan, I think. 

Mr. Treat. It’s been very nice being given the opportunity to come 
down here. 
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STATEMENT OF WILLIAM H. LEININGER, PRESIDENT, LEININGER 
INDUSTRIAL CO., DETROIT, MICH. 


The Cuarrman. Will you state your name? 

Mr. Lernincer. William H. Leininger. 

The Cuarrman. And your connection ? 

Mr. Lerninoer. I am chairman of the Small Business Committee, 
Michigan Economic Development Commission. 

The Crarrman. Would you describe what that organization is? 

Mr. Lerineer. That was set up originally as the planning board 
of Michigan; now it is just what it states, for the economic develop- 
ment of all business in Mic shigan. 

The Cuarmman. And that is a State organization, set up by the 
Government ¢ 

Mr. Lernincer. That’s right, and the State defense council comes 
within that organization, the Governor's defense council. 

Senator Benton. Is it financed wholly by the State ¢ 

Mr. Lernincer. It is financed wholly by the State, yes: I am also 
vice president and director of Detroit Board of Commerce, presi- 
dent of Leininger Industrial Co. May I read this statement? I’m 
sure that you will have a lot of questions if you should happen to 
make these cases. 

The Cuairman. We will appreciate your doing that because we 
realize you have been studying it very much. 

Mr. Lernincer. Since the start of World War II, I have interested 
myself in the plight of the small-business man. In the early 1940's, 
I had many talks with Senator O'Mahoney and other members of the 
committee and with Secretary Wallace and members of the staff of 
the Department of Commerce. While there is some similarity be- 
tween the problems of small business in the last war and in the present 
defense effort, the great weight of demand of all kinds of material 
during a war enables practically all firms to secure enough business 
to keep alive. In that present defense program there is no such 
urgent demand for products, and delay in decisions at the higher 
levels because of this has caused much of the disruption of industry. 

Members of Congress and of the armed services have assured us 
that a program of 80 percent for civilian and 20 percent for the 
armed services would be followed. I have for months, therefore, 
advised small industry in Michigan to make their plans accordingly 
and not to go out for defense work. Those who followed my well- 
intentioned advice are out of luck, for they cannot get steel; while 
those who secured defense contracts early are now getting in a posi- 
tion to produce. I have yet to find anyone in Congress or in the armed 
services who can give an authoritative answer to anything. They 
‘an read the law and directions to you but, as to putting them into 
practical action, everyone passes the buck or makes statements that 
are not so. This is not intentional. They just cannot keep up with 
the millions of words being issued by the myriad bureaus, depart- 
ments, and executives who have a finger in the defense effort. Let 
me illustrate the publicized report that we are to have an 80-percent, 
20-percent economy. I know of one steel mill—and I believe it is true 
of most—which has defense orders—that is, DO orders—for over 
103 percent of their production. The Michigan Seamless Tube Co., 
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the only tube company in Michigan, has defense orders that will 
keep them busy until April. Here is a wire received from Manly 
Fleischmann by six steel-mill processors. I want you to notice these 
figures because they designate the amount of steel to be taken under 
DO order, defense order. It has been—the wire dated July 5 shall 
apply to all products listed in columns 1, 2, and 3, table 1, part C, 
NPA order M-1, as amended—within an established time. Sadten 
1, carbon and alloy cold-finished bars, 75 percent; mechanical tubing, 
seamless, 90 percent; mechanical tubing, welded, 45; pressure tubing, 
seamless, 95; pressure tubing, welded, 95; high-grade electrical sheets, 
95; forging, 75. 

Column 2, stainless, mechanical tubing, seamless, 98 percent. 
Mechanical tubing, welded, 98 percent. Column 3, alloy ingot, 75; 
blooms, slabs, billets, including projectile and shell quality, 85 per- 
cent. Sheet bars, 50; tube bars, tube round, 96; wire rods, 75; bars, 
hot-rolled and including projectile and shell, 85. Bars, cold-finished, 
95; mechanical tubing, seamless, 95; pressure tubing, seamless, 95; 
sheets, hot-rolled, 75; cold-rolled, 75; strip, hot-rolled, 60. 

Where is the 80-20-percent program coming out in actual prac- 
tice? Even with a defense-order rating, the small manufacturer is 
finding it next to impossible to get anyone, mill or warehouse, to 
accept an order. 

Senator Benton. What are those percentages again? I heard them 
all; but are they percentages for civilian use ? 

Mr. Lernrncer. No, sir; defense. This came in yesterday. 

Senator Benron. Percentage for defense. Some of them running 
98? 

Mr. Lernincer. 95, 95, 85, 98. 

Senator Benton. This is just for the six mills, though ? 

Mr. Lernincer. Yes. This was in the particular area. 

Senator Fercuson. This is all specialized steel ? 

Mr. Lernincer. No. Cold-rolled strip, 75 percent; strip, hot- 
rolled, 60. 

Senator Frrevson. You mean they are going to use the common 
ordinary steel—75 percent of these six mills’ output? Is that right? 

Mr. Lernrncer. Yes. 

Senator Benton. That’s why I was interested. 

Senator Fercuson. Then civilian economy is going to get only 25 
pere ent. 

The Cuatrman. Where is this steel going, do you know? 

Mr. Lernincer. This is being allocated. This is from the War 
Production Board, and now being allocated to some place. 

Senator Benton. Are these big mills? 

Mr. Lernincer. One of them is the largest in the country. 

The Cuamrman. What is the name of that? 

Mr. Lernrncer. Well, it’s Great Lakes, for one, Ford, and other 
mills all got this wire. I will disclose the names to you. 

The Carman. I wish you would. 

Mr. Lernrncer. It’s on the original wire, in my file. Tl give it 
to the clerk. 

The Cuarrman. They have been instructed by the Government to 
hold up these high percentages of their production of these various 
types of steel for defense ? 
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Mr. Lerntnoer. There is the wire, I have the wire in the file. 

Senator Frreuson. This will then, under this listing, practically 
close down the production of goods made out of steel ? 

Mr. LerntnGer. Certainly. As far as I can understand it, as far 
as one of the mills that I talked to, I won’t disclose that name, but 

Senator Benton. You don’t think that wire went to all mills in 
the country ? 

Mr. Lernincer. I wouldn’t be surprised; I don’t see why it wouldn’t. 

The CHatrmMan. These six mills know what they are doing with 
their steel, don’t they? They know where they are shipping it? 

Mr. LerninGer. Certainly. 

The Cnatmman. Do you have any information on where this steel 
is going ¢ 

Mr. LetninGer. Not this steel. This is just a new allocation. 

The Cuarrman. Yes; I know. But where the steel they are ship- 
ping is going ? 

Mr. Lernincer. You will have to get that from the individual steel 
mills. Only they could give you that. 

The CHatrman. I thought, perhaps, in your investigation, you 
might have covered it. 

Mr. Lernrnoer. Other parts of my statement. 

Senator Frrauson. Are you right on what this is? This telegram 
doesn’t say percentages. It says minus 75. Column C — column 1, 
‘arbon alloy, cold-finished bar, minus 75. I’m wondering if that’s 
percentage of their entire output. 

Mr. Lernincer. This is the interpretation that the mill gave me. 
I can say that the mill threw that at me and said, “Now, what’s going 
to happen? 

Senator Fereuson. It seems really incredible that they would take, 
for instance, these, what you call common, just pressed tubing, seam- 
less, 95 percent of all the seamless pressure tubing made. 

Mr. Leintncer. Seems that way to me. 

Senator Fercuson. I’m just wondering whether we've got it right, 
the right interpretation. 

The CHamman. I’ve just asked Mr. Ball to call Mr. Fleischmann to 
find out whether this is the right interpretation. 

Mr. Lernineer. I'll be very happy if it is not the correct interpre- 
tation. 

Senator Benron. Could these six mills be directed where to put 
their steel into channels to a much higher extent in—— 

The CHairman. Why should that be done? 

Mr. Lernincer. Might be, and frankly ’m not sure that those per- 
centages are correct. I can’t tell from interpretation. There is the 
wire. 

Senator Ferguson. Does the original say “percentage” ? 

Mr. Lerntnger. Says “percentage of change.” But the interpre- 
tation of the mill when they gave it to me, was 

Senator Frereuson. It could mean that from the old percentage, 
minus 

Mr. Lernincer. That is right. It could mean that. 

Senator Frercuson. But it’s got a minus there. 

Mr. Lerntncer. Well, whether that is an emphasis, we will find out. 

Senator Frrauson. It does not show the confusion that gets back 
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home, let’s say, when a telegram like this gets out. Then the experts 
can’t read 

The Cuarrman. This is a master of gobbledygook. 

Mr. Lerntncer. You haven’t seen anything. You ought to see what 
the small-business man gets every day. 

The CHatrman. Let me ask you this, whether or not this is the 
proper interpretation as intended by the Government, this is the inter- 
pretation that you have given us this morning—these six steel com- 
panies; is that correct ¢ 

Mr. Lernincer. No; of the one steel mills that gave it to me. 

The Cuarrman. Who is that ? 

Mr. Lerntncer. I can’t tell you, I’d rather not disclose it. 

The CHamman. Let me read the names of these companies into 
the record. The Armco Steel Co., the Michigan Seamless Tube Co. 
of South Lyon, Mich. Armco is in Midland, Ohio. Newport Steel 
Co. of Covington, Ky., Detroit Steel Corp., Ford Motor Co., Great 
Lakes Steel Co. 

Of course if it develops that the interpretation of this wire is 
erroneous, I think we should have the correction in the record, and 
the company in here, which is acting on that interpretation, because 
if some company is reserving 90 percent of a certain type of its steel 
for war work and not shipping it, as a matter of fact, that is 

Mr. Leinincer. They are not, as a matter of fact, reserving any- 
thing. Because everything is sold out for months and months ahead, 
anyway, DO orders. It doesn’t affect them any way. 

The Cuamman. What does this mean, then ? 

Senator Frreuson. This doesn’t amount to anything. 

Mr. Lernincer. No; it doesn’t. Because they are completely sold 
out on DO orders, well, until next April. 

The Cuarrman. If they get an order from the Government saying 
that 95 percent of their steel is to be reserved 

Mr. Lernrncer. It’s already reserved 103 percent. 

The CHairman. For defense? 

Mr. Leinrncer. Yes. 

The Cuatran. Still looking for the steel, and these companies 
ought to know where they are sending it. 

Mr. Leryincer. You get to Pittsburgh there among the mills. It 
would be an interesting question to ask there, how much of their 
future capacity is already DO. 

Senator Fercuson. What happened was that they DO’d practically 
all the steel, and then they start back over and read the oath. Just 
like a man said here, he said he had a 4 order, which was good, he 
thought. Then he discovered the new order, which was 1, and it 
wasn’t good at all. I have talked to Mr. Wilson and they discovered 
too many DO orders; they are going to have to reallocate. 

Mr. Lerntncer. Very possibly ; but your DO orders are all the 
same rate. We had Mr. Wilson here. The Board of Commerce had 
6,000 people here before Mr. Wilson—or Johnson, rather, from the 
CMP, to explain the whole matter to them. There is no difference 
in the rating. This particular job that Mr. Weeks spoke of, that was 
a directive. That’s about the only way you could get steel many 
times, and that’s the way you get a directive, which secures that steel 
for that particular armed service. 
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The Cuarmman. You are speaking now of the steel that was shipped 
to California for the Air Force; is that right? 

Mr. Lernrncer. Yes. 

May I proceed ? 

The CHarrman. Yes. We will return to this point. 

Mr. Letnrncer. Even with the defense order rating, the small 
manufacturers find it next to impossible to get anyone, mill or ware- 
house, to accept an order. 

Where did the approximately 25 million tons of steel produced 
in the first quarter go? It did not go to small business. 

A great tonnage went to the armed services before they were 
ready for it. I cannot disclose the name involved, but here’s an 
example that has Kechene all too typical. 

A manufacturer in Ohio was given a contract to produce rockets. 
Before he could possibly get tuned up for the job, pressure from 
Washington, and a particular armed service, made them produce 
and ship great quantities of the necessary tubing. After filling all 
available space and exhausting his capital, he h: id to refuse five cars 
that were en route. 

By the time he is ready for the tubing, the old tubing may be too 
rusty to work or dumped alongside some siding and lost track of, 
and another urgent order may have to be filled. 

The Cuarrman. Just a minute, Mr. Leininger. Why in the world 
should an incident like that not be disclosed by not getting the name? 
How are we going to find out anything—— 

Mr. Lernrncer. You can get dozens of this kind of cases from the 
steel mills direct. They know it. 

The Cuarrman. Yes. I know. But we’re looking for specific cases. 

Mr. Lernrncer. I don’t happen to know the name of this manu- 
facturer in Ohio. 

Senator Ferauson. Where did you get this information ? 

Mr. Leinincer. From a steel company. 

The CHamMan. From which steel company 4 

Mr. Lernrncer. It would jeopardize the man’s job, I don’t think I 
should answer that. 

Senator Fereuson. If they can’t trace— 

Senator Benton. Are you going to call witnesses from the steel 
companies ¢ 

The CHarrman. Oh, yes. 

Mr. Lernincer. Go into Pittsburgh, and that’s where you get the 
information from an executive, not from a salesman who will lose 
his job. 

The Cuatrrman. I know you are being helpful, and we appreciate 
it. You have said here that there is confusion, and so hi is the pre- 
vious witness said there is confusion. One of the things we’re trying 
to do is help the Government straighten out confusion. There are 
all sorts of rumors and reports. When we get a report that seems 
to come from a reputable witness like yourself, that seems to be a 
glaring example of mismanagement, we want to be able to trace that 
down specifically. Do you have any objection to getting in touch 
this morning—or do you have anyone who could get in touch with 
your source of information ? 
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Mr. Leininger. I can have—if it could be kept confidential, I'll 
appreciate it, because it puts the man’s job in jeopardy; he is a sales- 
man. 

I’m amazed that you’re amazed that this kind of a case 

The CuarrMan. We are not amazed; we came out here because we 
knew these cases existed, and we want the specific evidence. We are 
asking you now for the evidence. 

Mr. Lernrncer. I think you can get all that evidence you wish in 
Pittsburgh ,from the mills, by asking the executives where the steel 
is going. I don’t think I should be asked, to have a small-business 
man who relies on these people for steel for my client, and my own 
company to jeopardize any business position in the community. 

Senator Ferguson. That is fair but how are we going to cure an evil 
unless you can give specific cases? I think you have a very fine point. 
I personally feel it is a very aperane ‘ase. If this case proves typical 
at all, I think it designates where the steel is. A lot of people have 
been trying to find out where the steel is now. If this man had so 
much that he had to refuse five carloads of steel because the Army 
was holding it up until he got to it, and on certain tools they are 27 
months behind. This deal may be held up for 27 months, and the 
small and the large manufacturers won’t get the steel. That is why 
it is so vital; this is the kind of a case that is vital. 

Mr. Leinincer. If I were a good newspaper reporter, I would get 
all this information very quickly. 

The CHatrrmMan. On the other hand, I might point out this: I 
might say there are a number of pretty good newspaper reporters 
in this room, and I have no doubt but that some of this has been 
done. But I would like to point this out to you, too, that this situation 
is full of rumors. That is one reason we are trying to trace these 
rumors down and we can’t trace a rumor down unless we get specific 
information, and if you don’t feel you can give it—this can be off 
the record. 

(Discussion off the record.) 

Mr. Lernincer. In the meantime, other companies producing rock- 
ets right here in Michigan were screaming for tubing the first of 
January of this year, and I’m sorry again, I might as well not give 
you this because I can’t give you the name, but this too is typical. The 
first of January of this year saw the urgent production and shipment 
of tubing to aircraft companies in California, and there is evidence 
they could not begin using it until about the first of June. ‘That 
tubing in the meantime could have been used for tank bushings right 
here in Detroit. Any steel mill can give dozens of such instances 
of poor timing. 

Another serious leak of steel supply is with the warehouses. Many 
old-line legitimate steel warehouses have done a conscientious job 
of allocating steel to their old customers and at a reasonable mark- 
up over mill prices of from 15 to 25 percent. Many new, so-called 
warehouses and brokers have been unable to get great quantities of 
steel through personal deals with steel executives or other methods 
and resell it at legitimate mark-ups to other supply companies, usually 
owned by a relative or friend who, in turn, charges the small manu- 
facturer whatever the traffic will bear. This is usually from $100 
to $200 over mill price. : 
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The Cuarrman, Can you give us any specific instances? 

Mr. Lernrncer. No, I can’t give you any specific case, it is not a 
rumor, it could be a subject of fact. 

The Cuarrman. Well, how about helping us establish the fact then? 

Mr: Lernrncer. I'll help. 

The steel mills will not accept small orders from small manufac- 
turers. A moment ago a witness testified that the breaking point 
was 2,000 pounds, or one ton. That isn’t always a fact. It depends 
on the run—it depends on whether there are other stag! orders on and 
of the same kind of steel. But the small manufacturer finds it very 
difficult to place an order with a mill at the present time with any 
tonnage. Now, this is understandable from an economic standpoint, 
but. it ‘pl: ices the little man at the mercy of the warehouse. 

Senator Benron. In normal times, was the witness right on a ton? 

Mr. Lernincer. On a special steel, they might take a ton order, but 
usually 10 tons would be the breaking point, or a 5-ton order. 

Senator Benron. I thought he sounded low on that estimate. It 
depends on what the company is. If you are a larger user of steel, 
we ll say in Connecticut, and you are building a washing machine, 
and you have been placing a million dollars worth of business, then 
you give them an order for 1 ton of steel and they'll give it to you. 

Senator Frereuson. We are talking about a man who orders a ton 
au week, 

Mr. Leinrncer. The mill won't take it. 

Senator Benron. I think 5 tons would be a better estimate. 

Mr. Lernincer. Five or ten. 

Senator Benton. What is a ton—I don’t mean the very fancy steel. 

Mr. Lernincer. Oh, about 10/10; 10/20 runs 5 cents a pound, 
$100. That is two or three hundred percent. 

Senator Benton. Two or three hundred percent ¢ 

Mr. Leinincer. That is right, you'll find many manufacturers 
paying that here. 

Senator Ferguson. This last statement that you just made, indicates 
there is a black market. 

Mr. Lernincer. It is legitimate, I took it up in Washington with 
the price control people. 

The CHairMan. Wouldn't you say it is a very, very dark market? 

Mr, Lemincer. Your companion committee in C hicago opened up 

i lot of steel by investigating 2 or 3 days over there in the agri- 
caleueal implement business. 

Senator Benton. Isn't it illegitimate since’ steel prices have been 
frozen ? 

Mr. Letnrncer. No, as pointed out to me in Washington several 
months ago, if you have been selling steel at $200 a ton, that was your 
base price, but the man across the street, a legitimate old line ware- 
house—— 

The Cuatrman. If you were a black marketeer before, you are a 
black marketeer now. 

Mr. Lernincer. It is usually the charge for—well, take Mr. O’Con- 
nor and Mr. Black, both agreed on it, we have discussed—— 

Senator Ferguson. W hy, I said black market, this is usually from 

$100 to $200 over mill price. 

Mr. Lernrncer. That is right. 
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Senator Ferauson. Doesn't that make it black market ? 

Mr. Lernrncer. On black market, you assume: This is illegitimate, 
this is not illegitimate, you can charge anything you want. 

The Cuairman. Wait a minute, isn’t the distinction between the— 

Mr. Lerntncer. If you were doing it a year ago, you are dojng it 
now, what your base price was, I forget the date, the last quarter of 
1% 50, 

Senator Frrcuson. You are talking about the new, so-called ware- 
houses and brokers? 

Mr. Leryrncer. That is right; start out, say, like Mr. Hartsell was 
telling about. He charges whatever he wants; that is his base price. 

Senator Fercuson. You mean a new man can come in and go to the 
mill and buy steel at $100 a ton, and if he can get a buyer at $1,000 
a ton, he can sell it because he is a new manufacturer ? 

Mr. Lernincer. No, he has got to go through OPS to get an ap- 
proval on his price. That is true of all manufacturers. Now, if 
they approve that price and you can prove that you are legitimate 
and here are other people getting $200 a ton for steel, and sell them on 
the idea. 

The Cuamman. Isn't that a question of somatics? The black mar- 
ket is something illegitimate; that is the reason for calling it grey 
market, and I think this is a very dark grey. It may be tec chnically 
legal, but nevertheless soaking the small- “business man. 

“Mr. Lernrncer. Soaking the supplier, I mean the consumer, that 
they pass it on—on this price. The washing machine company in 
Boston, may have $300 a ton, instead of $100 a ton, and they add it on 
to the price. 

The Cuarmman. I know, but the small-business man is in competi- 
tion, and if the cost is too high, he can’t get the business. 

Mr. Lerntncer. Many times the larger manufacturer okays his right 
to buy steel. 

The CHamman Many times perhaps he won't? 

Mr. Lernincer. Then he is out of luck, his contract is canceled, 
with damages. 

The Carman. This might hit the consumer or might hit the 
small-business man ? 

Mr. Lernincer. It hits both, it also hits the consumer in the end. 

Senator Benton. Before Korea, was steel tight to buy? 

Mr. Lernincer. Since 1942, Senator, the small-business man has had 
to rely on the warehouse for steel. 

Senator Benton. Yes, I know. 

Mr. Lernincer. In the 1930’s and in normal times where you have 
more steel products, or where you have more steel products ‘than are 
in demand, the steel mills often unload a great quantity to a ware- 
house at a reduced price. Here in Detroit, or I would say in Michigan, 
three or four thousand companies relied upon the warehouses for steel. 

Senator Benton. And get the 20 to 25 percent above mill price? 

Mr. Leinrncer. No, get at the mill price, because the mills sell at 
sufficient discount to allow for a profit. The difficulty was in 1942, 
and has been ever since that the small manufacturer has no rating 
with the mill as an old customer. All your regulations from Congress 
were based on that: What did you do in 1938 and 1939, and so forth. 
That is fine, as far as he went, but he had no rating with the mill in 
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Pittsburgh. Now, there is no surplus of steel, so the warehouse has 
to pay $100 a ton and then in turn charge $150 to $175. 

Senator Brenton. Before Korea, were some charging $2007 Was 
there a market at which they could sell? 

Mr. Letnrincer. I don’t recall. 

Senator Brnron. 1 mean since Korea, they may have been getting 
a 15- or 20-percent premium. I think it started about. last July, 
last year right after the war, this wild scramble for steel, everybody 
wanted to get it quickly before the market ran out, so they were willing 
to pay more for their washing machines and vacuum cleaners and 
so forth. 

The Cuamman. As Senator Ferguson said a few moments ago, 
it is pretty difficult to hide steel. That is conceivable. Can you 
give us any information as to where the steel is? We do think we 
have some leads to where some is. 

Mr. Lernincer. You'll find quite a bit—pardon me—I think you 
would find quite a bit in the Armed Services. You speak of ten per- 
cent, I believe that the figure of actual use is only 214 percent, 

The Cuamman. I said less than 2 percent. 

Mr. Lernincer. I think they allocated and bought a lot more than 
that, but I think they actually used only 21/ » percent, so there is a 
percentage there, I don’t know what this percent age is, but there is 
a percentage held by the various Armed Services. 

The Cuamman. When you say held by the Armed Services, that 
is on paper; but what we want to know is: Where is the steel, phys- 
ically ¢ 

Mr. Leryincer. I think you'll find, in many instances, where you can 
see it physically and not being used in plants. For instance, at this 
rocket plant; I think you'll find it right here. 

The Cuamman. Where? 

Senator Ferguson. Do you know of any in the Michigan districts? 

Mr. Letnrincer. No. 

Senator Ferguson. Have you heard there is some / 

Mr. Letnincer. No. I think there has been a very—and I would 
like to make that point. We hear a lot of rumors as to the big com- 
panies hoarding lots of steel, and also lots of small companies, I think 
there are companies that have certain small reserves. 

Senator Frrauson. Don’t they have to declare their reserve ? 

Mr. Lernincer. Yes, and I think that will smooth itself out within 
themext few weeks, as soon as the CMP becomes effective. 

Senator Frercuson. You know of no violation of reserves in the 
Michigan districts? 

Mr. Lernincer. Not one and— 

The Cuairman. And you haven’t heard specifically of one / 

Mr. Lernincer. No. 

The Cramman. Well, at one point you said there is no violation 
and no one holding steel and at another point you say the Armed 
Services are holding steel. Do you think that the Army is stocking 
a large amount of steel in the warehouses i in the country, and if so, 
where / 

Mr. Letnincer. I don’t think stocking; I have no way of knowing, 
Senator, but I believe that they have employed some poor timing. 
For instance, here, in Michigan, it was testified at the Governor's 
meeting the other day that we are short 2250 engineers right here 
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in Detroit to get our tooling program under way. There is bound 
to be some lots in this enormous program. Perhaps I'm not ex- 
plaining—I'm telling what the facts are. I think that will all clear 
up by September or October. 

The CuarmMan. Mr. Leininger, we are producing in the United 
States now more different kinds of steel and more steel than we have 
ever had before? 

Mr. Lernineaer. Yes. 

The CuarrkMan. Now, the small-business men, some of whom came 
in this morning to testify, have not or are unable to get any steel. 
There is a sharp cutback in automobile production, the purpose of 
reducing the amount of steel being used in civilian production, That 
has caused unemployment in Detroit and we are interested in that, 
too. Now, the question is, if the companies that are contracting with 
the Army are not advancing stockpile steel and putting it aside, as 
I think you have stated, and dissipation of the needs will not arrive 
until 1952—if that is true—where is the steel / 

Mr. Lernincer. I have heard the same thing but I can’t point to 
any specific case, and as you were talking, I was thinking of a couple 
of contracts that I know are now in the process of manufacture, by 
various manufacturers. But I don’t know of a single case where 
the manufacturer is stockpiling that steel ahead of time. 

The CuatrrmMan. I’m not saying they are, but you see, when you say 
the Army is doing it—if that is true—they must have it somewhere. 
Now, the Army is subletting contracts, and it is the contractor with 
the Army that gets the steel from the steel mill. The steel isn’t 
shipped down to the Pentagon Building in Washington, so that that 
steel is somewhere between the steel mill and the warehouse, and some 
manufacturer. There is more steel in America today than there has 
been before, and I'd like to have you tell us where it is. 

Mr. Lernincer. There is only one source of that information and 
that is the steel mills themselves. They produced 2° hundred million 
tons of steel in the first quarter, but where did it go to. I don't 
know, there isn’t anyone in Detroit that can tell you that. I went 
out to several places. I think there has been some lapse of time be- 
tween warehouses, the warehouse situation needs looking into, and 
has taken some steel off the legitimate market. How much of that 
is going on, I don’t know, only the steel mills can tell you where that 
steel is going. 

Senator Benvon. Would you explain that, where you say the ware- 
houses have taken over more steel off the legitimate market? Aren't 
they t: aking over less / 

Mr. Leryrncer. I can’t answer that, how much of that they are 
getting, I don’t know. 

Senator Benvon. Do you have any impression that they are getting 
less than they used to get before this Korea—— 

Mr. Leiwixerr. That is right. 

Senator Benton. Do you think it is a fair generality? Do you 
work and operate in the steel business yourself / 

Mr. Leinincer. I'm representing companies that do have this 
question that they presented me. 7 

Senator Benvon. At the present time, is it a fair generality, apart 
from the needs and problems of defense efforts, and. speaking of the 
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small-business man as such, that if the warehouses got more steel, it 
would be easier for the little fellow to get; is that right? 

Mr. Lerntncer. That is right; that is the only answer. 

Senator Benron. And if the warehouses get more steel 

Mr, Leininger. I suggest that later in my statement. I feel the 
warehouse is a very important place for the small-business division 
to investigate. 

Senator Benton. You really have a key—-I mean, you’ve got a key 
on steel—that would not be true to the same extent on copper and 
many other fields; as I decided in this thing—of the witnesses before 
the Small Business Committee at prior hearings—that if your ware- 
houses get more steel, your small-business man gets more steel, and 
the small manufacturer will do a lot better. So the problem lies with 
the needs of the defense efforts. However, it is a much simpler re- 
quest than you have in many other fields. 

Governor Winniams. May I ask a question? I rather gathered 
from what you say, that this shortage today is more acute—it is not 
something entirely new, but that since 1940, did you say the small- 
business man has been having difficulty getting steel as freely as he 
wants ¢ 

Mr. Lernincer. It is not only difficult, it is the price arrangement. 
My statement was, Governor, that before the Second World War, the 
practice was that the steel companies to dump or sell fairly large 
quantities at a price to the warehouses; they were permitted to do 
that, and in turn the warehouse in turn would sell to our small manu- 
facturers at the mill-based price. Now, we don’t do that any more 
because the steel mill’s output is completely taken up, so there is no 
more distressed steel on the market to be dumped at a price fair to 
the warehouse that will permit him to get his profit and expense with- 
out adding to the base price, so now they add 20 to 25 percent, depend- 
ing on what you want done to the steel. You may want it split or 
str raighte ned or something else. 

Governor Wiuiams. You spoke of the distressed steel being 
dumped; but actually there hasn’t been, during the last 10 years, 
far enough steel to take care of the small-business man except with 
a premium ¢ 

Mr. Letnrincer. That is right. Now, that is something I don’t 
have the answer for. But may I proceed, I think I can answer one 
or two of those questions. 

The CHatrmMan. Please go ahead. 

Mr. Leintncer. Before 1942, small companies making steel parts 
could compete with large companies because they could buy from 
warehouses at mill prices. Because of lower overhead and longer 
hours of work on the part of the proprietors, they still can compete 
if steel prices are kept reasonable. The answer 1s seeing to it that 
mills actually produce and sell to warehouses and that they in turn 
accept orders from small industries at legitimate mark-ups. 

The Cuamman. That is what Senator Benton said. 

Mr. Lerntncer. Now. to speed up defense production there must 
be more expeditious handling of matters all along the line. 

Senator Freravson. Now, I would like to go back, that seems to be 
a key there. Have you any direct evidence that they are charging 
more than legitimate mark-ups in the Michigan area with which you 
are familiar? 
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Mr. Lernincer. No; they are not. I have gone into that quite ex- 
tensively all over sae! State, in Michigan, Bay City, Grand Rapids, 
and where we have the large warehouses. 

Senator Fercuson. But you think it is being done other places? 

Mr. Lernrncer. No; I think that the old-line warehouses 

Senator Frercuson. I’m talking about where we have any so-called 
new warehousing going up, and are they charging an illegitimate 
price ¢ 

Mr. Lernincer. Not illegitimate, but high. 

Senator Frereuson. In the Michigan districts ? 

Mr. Lernrncer. Yes. 

Senator Fereuson. How much higher? 

Mr. Lernrncer. I have given you that, from 200 to 300 percent, 
whatever the market will beat 

The CHatrman. Will you tie us the names of some of thosé 
places ¢ 

Mr. Lernincer. No, your investigator asked me if I knew any 
and I didn’t; but they are easily found. 

The Cuamman. Mr. Leininger, we do appreciate your testimony 
and a great deal of what you say I’m sure is true, but we want to 
distinguish here between reports and provable evidence. An entirely 
erroneous impression could be created, if we just took rumors and 
without evidence to nail them down, and I would like to urge upon 
you to give us any specific information you can, because if you quote 
some salesman, who will lose his job, if he is revealed as saying 
something he knows is going on in Pittsburgh, Cleveland, or Chicago, 
where he m: Ly or may not know, if you quote him as a fact, and we 
can’t trace that back, then a situation may develop where we are 
putting out this information when we are trying to put out ac- 
curate information. 

Senator Benton. Coming to the understanding that the old-line 
warehouses are reasonable—— 

Mr. Lernrncer. Right. 

Senator Brenton. And that takes care mostly of the warehouses 
that distribute steel ? 

Mr. Lernincer. That is right. 

Senator Benron. How much investment does a man have to have 
to own a warehouse, what is the capital investment? 

Mr. Lernincer. The more recent ones are very low, a few hundred 
dollars. 

Senator Brenron. I mean the old-line ones. 

Mr. Letnrncer. Anywhere from a quarter of a million to 2 or 3 
million dollars would carry a reasonable stock. 

Senator Frreuson. And he has got his customers to take care of, 
too, that he deals with, or has dealt with for years. He isn’t suddenly 
going to try to milk them, or he is going to destroy the good will and 
undermine his capital investment and profit. I think that this 100— 
200 percent would be relatively minor, the total picture is about 5 
percent. 

Mr. Leintncer. Right, but very irritating to small manufacturers. 

Senator Frrcuson. I asked two men here who were out in the 
market about whether there were any warehouses that they had gone 
to that charged more, and they didn’t. I think if we can learn how 
much there is in Michigan, which is the largest steel-consuming State 
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in the Union, whether or not this exists, that there are new growing 
or new—— 

Mr. Letnincer. All you have to do, Senator, is call to the stand 
a half dozen purchasing agents from several companies using steel, 
not the larger companies, but the supplier, and ask them that ques- 
tion. 

Senator Brenton. I imagine one good reputable warehouseman 
would do. 

The CHatrrman. We have a reputable warehouseman coming on 
next. Will you go ahead, sir? 

Mr. Lernincer. Yes. To speed up defense production, there must 
be more expeditious handling of matters all along the line. A real 
short item right now is tubing. A New Jersey group was able to 
secure a large loan with very limited capital to build a tube mill. 
Yet an application for a certificate of necessity by Michigan Seamless 
Tube Co. has met delay after delay. They are willing to put up the 
$370,000 for necessary furnaces and equipment, but they need a cer- 
tificate to proceed. On March 7 they applied for a certificate for 
$65,280. It was received by the National Resources Board on March 
21, a 2-week delay. The number is TA-5165. 

On May 9, 1951, they presented another application for a certificate 
amounting to $305,000. The number is ‘TA-—9076. The company 
furnishes tubing for the Air Force, for Ordnance, Navy and Atomic 
Energy Commission. 

In June I was asked to help get the certificate through. Since it 
is a small business in its field, I asked the Small Business Division 
of NPA to check it through. On June 29, at the Governor’s Defense 
Council, a representative from this division reported that it was 
favored and needed but one more signature. That was 2 weeks ago. 
Now we are informed that it must wait another 2 weeks. 

Senator Fereuson. You mean from March 7 you have been trying 
to get this thing through, 2 weeks to get one single—is that a fact? 

Mr. Letnrncer. We are informed, or were informed yesterday that 
it will take 2 more weeks and can’t give any reason, so I asked an- 
other person—— 

Senator Ferauson. Whose signatures do you need ¢ 

Mr. Lernincer. I don’t know. 

The Caarrman. Why not bring that to the attention of the Sena- 
tors from Michigan? I think either Senator from Michigan could 
get you better action than that. 

Senator Ferguson. We are trying to do the best we can, because 
that is the kind of things that need routing, and we have people 
in our office who can help, not to get favors, but can help to route 
a thing; at least, that is call up and see where the order is, and whose 
signature is essential on it, and either get a “yes” or ‘no. 

"The Cuairman. That is right. We can’t do it unless we are told 
about it. 

Senator Fercuson. But those are the kinds of things that the small- 
business man, we appreciate, is up against. 

Mr. Lernincer. The small-business group in the NPA has been 
very helpful. Now, I would like to continue. Now, after the certifi- 
cate is received, orders then can be placed for furnaces and so forth. 
But only after the certificate is received. After getting the certificate 
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and placing the order, it still takes from 7 to 9 months to secure 
material, build the addition and install the equipment. 

The CHammMan. I might say to that, that that is the sort of in- 
formation we want to have, something specific, and I’m counting on 
you. I might add that, after you do finish your very interesting testi- 
mony, you talk to Mr. Long and give him the specific information 
on these points—on these other things that you haven't felt that 
you could speak on in publie. 

Mr. Leinincer. [ll talk with him when I get through. Ill tell 
him where you can get it. It is fora building permit to go ahead with 
a building. 

Senator Benton. Amortize it? 

Mr. Lernincer. Yes, or that will have to be stated later. 

The Carman. Is this an inability to order the material or are 
they holding up until they get this 5-year amortization on taxation ¢ 

Mr. Lewincer. I don’t think holding up on that account, because 
that doesn’t go on your certificate until the very last. 

Senator Benron. That is a very interesting question, but the point 
both involved on the certificate or just the permission to build a plant, 
it may be the second one that is involved. 

The CHarrman. Or just the permission to amortize the taxes. 

Mr. Lernincer. Friday the president called up Washington and 
they said, “Well we can’t decide for another 2 weeks.” There is no 
excuse for that. But, if you want another one, here is the King- 
Seeley Co. of Ann Arbor. It took them 7 months to obtain their 
certificate of necessity. 

Senator Benron. You may say that, but I think Mr. Gibson admit- 
ted before the Banking and Currency Committee, that the small busi- 
ness applications have not been given the priority attention they 
deserved and agreed to go right back and look into that matter and 
try to speed up the processing of the applications from smaller busi- 
nesses. This is not an encouraging line, but that has been done. 

The CHarrMan. I think, Senator Benton, it is important to bring 
out—of course, if this slow-down action anywhere should be tolerated, 
I think it is important to bring out whether this slow-down is solely 
a matter of tax amortization. 

Senator Benton. That is the thing that is holding it up or if that 
isn’t the thing 

The Cuamman. Because in that case, the company could proceed 
and build its plant and get the amortization at a later date. 

Senator Benron. I think it must be the tax amortization. 

Mr. Letnincer. There has been no argument between the plant 
and Washington. 

Senator Benron. Aren’t they applying for a speed-up on this 
amortization ¢ 

Mr. Lernincer. Oh, yes, but only asking the other day, what you 








Senator Benron. They want 100 percent / 

Mr. Lernincer. But they'll settle, as all of us will, for whatever 
they can get, but that hasn’t been brought up. Tl close my state- 
ment, Senator, and then you can shoot all the questions that you want 
at me. 

understand that it took the King-Seeley Co. of Ann Arbor, and 
again that has been given to me by a company, I haven’t been out 
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to the King-Seeley to assure myself it has been exactly 7 months, but 
you know it could be investigated. But that isn’t important, because 
they have their certificate now. 

The armed services and the NPA have recently assigned a number 
of men to the problems of small business. I have met many of them 
and know that they are conscientious and working long hours to do 
their jobs. They need some respect and authority so that when they 
follow through on the problem of small industry, they can get some 
action for us. 

The enterprise system was fought for and started by small busi- 
ness. It must be given a chance to survive if we are to preserve 
freedom of opportunity in this country. We are not cry-babies and 
want no favors over our fellow men. We are independent and will 
fight for our opportunity in a free system. We thank this committee 
to cut the Gordian knot, forged through necessity by the defense pro- 
gram. 

Senator Frereuson. I think, if you went back, and where you said 
this about the Army, if you could enlighten the committee, they need 
some specific authority, what was the authority that they need, in 
your opinion, to solve the problem ? 

Mr. - ININGER. Let’s take this certificate of necessity, I asked Mr. 
Asbury, who is special consultant to Jack Pritchard, head of the 
NPA Small Business Division, to follow through. He showed me 
a report at the Governor’s Defense Council the other day, a written 
report that he had gotten back, very good, and it was favored. But 
when it comes to any action on the matter, there it drops. All he can 
do is go so far and ask for certain things. And, in the matter of 
this tubing for Mr. Hartsell, I took Mr. Weeks out to meet Major 
Ackley, who has been appointed to the Air Corps in charge of small 
business here, and he immediately got into action. That is the first 
action we have been able to get for small business. And, Mr. Stand, 
here at the Ordnance Department under Mr. Crewshaw, is an ex- 
cellent man, very helpful. He takes care of from 40 to 70 daily in 
small business. 

The Cuarrman. That is one reason they are helpful, that is one 
reason I ask Mr. Crewshaw to serve with us. 

Senator Frrouson. The Detroit districts are trying to do this job— 

Mr. Lernincer. They are trying to do the job. That has been 
recent and very encouraging in the last 90 days. From the actions 
of these people, I question the advisability of establishing other de- 
fense corporations or a new business defense corporation on the top 
of all these, because the thing seems to be heading astride now, where 
we can go to get some help. 

The CHairman. Just a minute, your testimony —and perhaps 
rightly so—has been quite generally critical. Are you now saying 
this thing i is straightening out and going to be satisfactory / 

Mr. Lerntneer. I think so, I have every confidence in it. 

Senator Frrauson. In how long a period ? 

Mr. Lerntnerr. Well, I think it is straightening itself out very 
rapidly. Assoon as the CMP becomes effective—and that is control— 
they’ I] have that answer for you in the next 30 days. 

Senator Frrevson. Wouldn't that CMP place the fellow that 
doesn’t have a war order in a position that he just is not going to get 
any steel ? 
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Mr. Lernrncer. That depends on the CMP. That is not true 
I know 

Senator Frreuson. I’m asking you now. 

Mr. Lerntnecer. Well, they have the right to grant steel for civilian 
production and they are not doing it. They are allocating steel every 
day, I know of one boat company—I ‘ant think of the name, but it is 
in the installation—that has an allotment of 2,100 tons. T hey never 
had more than 1,100 tons from this particular mill in 1 month before. 

Senator Benron. Are you going to get that through a CMP when 
it can’t get a priority. Tm thinking of lockers— 

Mr. Lerrncer. Lockers, it takes a very ordinary soft steel, any- 
thing will do for that, that is coming onto the market in fairly good 
quantities, fast, that is loosening up. I wouldn’t worry too much 
about the pressed-steel shortages from now on, I think you are going 
to find quite a bit of that, I think most of your warehousemen will 
testify that has been easing up a little bit. 

Senator Fercuson. How much unemployment have we in Michigan 
due to steel shortages or steel red tape, or what have you! 

Mr. Lernrncer. Well, the board of commerce made a survey re- 
cently, and predicted 100,000 at its peak of employment. Mr. Fjet- 
land, head of the MUCC, testified before the Governor’s committee 
the other day, that there would be at least 35,000. Wasn’t it, Gov- 
ernor? Qut of employment or would have to seek new jobs at any 
one time. 

Governor Wituiams. He said between thirty-two and forty-five 
thousand or more are temporarily displaced. He said it might go 
temporarily as high as 200,000 for maybe a week or two, when there 
were changes. 

Senator Freravson. Of course this is going to be during inventory 
periods, some of these factors? Isn't that true? 

Mr. Lernincer. Yes. 

Senator Fereuson. That is another means of taking care of the 
shortage of material. So that they can keep going with as many men 
as possible, if they take a little longer to take the inventory. Have you 
learned that? 

Mr. Lernrncer. Well, yes. I was thinking again, though, of this 
twenty-five to forty-five thousand, that doesn’t 

Senator Frreuson. That doesn’t count those men because they are 
off for a certain length of time for inventory. 

Mr. Lernrncer And permanently they are going to—according to 
Mr. Fjetland, he is going to need 20.000 more people i in Grand Rapids, 

Senator Ferguson. Do you consider this 25 to 45—taking his figure 
32 to 45 unemployed—a large percentage in Michigan? Wouldn't 
that be observed in a short time? 

Mr. Lerntncer. Those are not unemployed, they are those—together 
with the transferred, as I just said, to Lansing or Grand Rapids or 
wherever they want to go. Wherever they go, they are out of local 
jobs, dislocated, and hi ave to find jobs elsewhere. 

Senator Frreuson. Give me the figure of this week, how many 
people have been thrown out of work or idle because they can’t get 
steel or because of the shortage of some other material, what you call 
red tape and so forth ¢ 

Mr. Lernrncer. I believe your MUCC would be the only one that 
could give you that information. 
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Senator Ferecuson. Do you have those figures? 

Mr. Lerxrncer. No; I haven’t any idea what the figure is. 

Governor WituiaMs. I think, Senator Ferguson, there will be a 
witness on later who will have those figures in a very detailed—— 

Mr. Lone. I have that information in the survey from the State 
council, and, if it is desired of the group, we can introduce it into the 
record at this time and make it a part of the record It is an extensive 
survey which Mr. Fjetland made. 

Mr. Lerntncer. Many mills have closed down in Connecticut com- 
pletely for lack of copper. 

The Cuarrman. This report from Mr. Fjetland, director, Michigan 
State Unemployment Service, says that on the basis of individual 
reports from a representative group of employers in the area, manu- 
facturing employment in metropolitan Detroit is expected to decline 
by 26,000 during the next 2 months, cushioning the effects of the sched- 
uled factory lay-off. Non-manufacturing firms antic ipate additions 
totaling approximately 11,000 workers during the third quarter, 1951. 

Instead of reading this, I'll put this in the record, if there is no 
objection. 

(See exhibits 1, 2, and 3 attached to the record. ) 

Senator Frrauson. Yes. 

The CxHarrman. All right. Now, since you have testified, Mr. 
Leininger, Mr. Ball has called Mr. Fleischmann regarding this tele- 
gram, and, as I understand it, your interpretation was that these per- 
centages of 90 and 75 and 95 were the percentage of steel that should 
be allocated to defense, the military production. Mr. Ball was in- 
formed by Mr. Fleischmann that these percentages represent the 
allotments under the Controlled Materials Plan which has taken effect, 
as you undoubtedly know, in the third quarter, on July 1, and almost 
everybody, including small business, comes under the Controlled 
Materials Plan. So whoever your informant was on this point, is 
misinterpreting the telegram. 

Mr. Lerntncer. I’m glad of it. 

The Cramman. Mr. Fleischmann said there was comparatively 
small demand in the free area, so-called, for pipe of the kind that is 
specified here, running as high as 95 percent. He also noted, in his 
conversation with Mr. Ball, that, under the categories where there was 
a greater demand in the free area, the CMP is ear-m: arking—in this 
telegram down to 45 or in some cases 75 percent of the total output. 
So I think perhaps your informant might be corrected on that. 

Mr. Lernincer. I will right away. 

The Cuarmman. You have been helpful, and I thank you. Are 
there any other questions ? 

Senator Frreuson. I think he has been very instructive. 

The CHatrMan. I think you have been very generous in your in- 
formation and I hope you will give Mr. Long and Mr. O'Connor 
your specific leads, because we do not want to—— 

Mr. Lernincer. All right. I have been working closely with them 
since they have come out. 

The CHairman. Yes, I know that. I’m glad to note that Mr. 
Phillip Hart, Director of OPS from Detroit, has been here for the last 
couple of hours. We are glad to have you, Mr. Hart. 

We are going to have to change the order here a little bit. Mr. Ivan 
Fiscus, will you come forward, please. 
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STATEMENT OF J. IVAN FISCUS, PRESIDENT OF HURON STEEL CO., 
DETROIT, MICH. 


The CHarrMan. State your full name and address and business, 
please. 

Mr. Fiscus. My name is J. Ivan Fiscus, and I’m president of the 
Huron Steel Co. I prepared a statement here at the request of Mr. 
O’Connor, and I prefer to read it. It is not very long. 

The CuairMan. All right. I wish you would present it then. 

Mr. Fiscus You can have some of these copies. 

The Cuamman. That is fine. 

Mr. Fiscus. [ll read this as I prepared it, because I wasn’t sure 
exa( tly what the procedure was going to be. 

I am here at the request of Mr. Blake O'Connor, member of the 
United States Senate Select Committee on Small Business. I feel 
that it is a great privilege to be invited for this interview. My name 
is J. Ivan Fiscus, Sr., and I am the president of the Huron Steel 
Co., Inc., 2701 Twenty-third Street, Detroit, Mich., engaged in the 
carbon steel bar distributing industry. I have been with this type 
of work for 21 years, all in the city of Detroit. 

The question at hand is a good’ one. What is wrong with busi- 
ness, politics, labor, and so forth, are always good subjects to start a 
discussion. If you ask 10 people the same questions | vou get 10 cdlif- 
ferent solutions. I can only offer my own, or “one’s opinion.” 

We have a great economy to maintain, a standard of living no 
good American wants to lose; and we have a big defense program at 
hand. In this great effort, the steel warehousing industry performs a 
very vital service. To accomplish any big program of production, 
first, we must have the tooling and building program, consisting of 
tools, dies, jigs, and so forth. This calls for hundreds of different 
sizes and analyses in small quantites of steel, much too small for any 
mill to handle. 

We, in our businesses are ordinarily prepared to supply these 
items rather than in an over-all tonnage turn-over. In other words, 
if we must distribute 500 tons of steel per month, we could do no 
good with 500 tons of any one size. Rather we would need 500 as- 
sorted sizes of 1 ton each. A warehouse is not usually a source for 
production tonnage, except in an emergency. 

The Huron Steel Co. depends largely on the small manufacturer 
for its normal business. But now the small fellow depends on us, 
and we are letting him down through no fault of our own, Our com- 
pany has well over 1,500 active accounts of which over 1,400 are small 
shops and mauufacturers. These people make the small things that 
make the big things possible. Also the large manufacturer depends 
on the warehouses for nonproductive requirements, as well as main- 
tenance and repairs. 

January 1950, our inventory consisted roughly of 3,000 tons of 
approximately 1,800 various sizes and analyses. By June 1951 this 
figure was depleted to about 300 tons of perhaps 350 sizes. 

Senator Frrauson. What would that represent in money, 3,000 
tons ¢ 

Mr. Fiscus. We figure rotighly the cost of steel, at the period 
through 1949-50, about $300,000, about $100 a ton. 
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Senator Benton. Your capitalization—did you hear my questions 
to Mr. Leininger on this subject ? 

Mr. Fiscus. Yes. 

Senator Benton. Would your capitalization run between half 
million and a million dollars ¢ 

Mr. Fiscus. I would say we probably run close to half a million. 

That always varies, you see. 

Senator Benton. No; but it shows the big stake the owners have 
in these 1,500 customers and in conducting a reputable business. You 

can’t do that with that kind of capitalization, and keep 1,500 custo- 
mers, if you are trying to exploit them on prices and so on. 

Mr. Fiscus. In 1949, we had 10 possible sources of supply, of which 
only 3 were any grade of mills. But today, all we may depend on 
are the integrated mills with whom we operate on NPA Regulation 
M-6. We are at the mercy of the mills and should maybe—for de- 
fense purposes, warehouses are not going to function. Incidentally, 
this will close down the small shops. So, where do we go from here ¢ 
During 1950, warehouses accounted for about 19 percent of the total 
steel output. 

DO orders have been extended by us for the last 12 months. But, 
to date, we have received none of this steel, and that is what is wrong 
with our inventory. 

The Cuarrman. May I interrupt you? You said DO orders have 
been extended by you? 

Mr. Fiscus. Originally, under the M-6 order, we were to accept 
all DO orders and basket them in one group. In turn, we could ex- 
tend those same orders to the mills, under a DO-99, to replace our 
inventory. 

Senator Benton. You have filled the orders and haven't been able 
to get steel from the mills? 

Mr. Fiscus. That’s true. So far, none of the mills have had the 
capacity to take care of that. Just about the same as the old MRO’s. 
They passed—— 

Senator Frrcuson. They've got too many of them out? 

Mr. Fiscus. Too many out. I feel that the Government agencies 
are making the same errors as they did in the early part of World 
War II, forgetting the basic ideas and reserving tonnage, before 
tooling is completed. 

At this time, when the buildings are not yet built, an example could 
go like this, let’s say 2-inch rounds, for making shells. Yet, a small 
amount of this same size might be very necessary to construct the gun 
mechanism that is to shoot these shells. If this small amount is not 
available, we have the shells, but no gun. 

Incidentally, 1 picked up a current issue of Life magazine. On 
page 39 is shown a beautiful picture of a bunch of jet planes that 
are sitting there waiting for a small part that the fellow is holding 
in his one hand and T assume that might be made out of a little 
piece of steel. So the planes aren’t much good without that little 
piece of steel. 

Senator Frereuson. Are you familiar with the tool situation, as 
to how much production is being held up because of lack of tools? 

Mr. Fiscus. Well, no. I wouldn’t have any figure. But I contact 
customers and the customers contact me daily. 
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Senator Ferguson. About that? 

Mr. Fiscus. With their problems, and they just throw up their 
hands and say, “My God, how are we going to tool up if we don’t 
get the steel ?”’ 

Senator Frreuson. That is one of the things, is it not, the tooling 
up? 

Mr. Fiscus. The tooling part is the only part that we would play 
in it. We handle no sheets of structural or plates. We're strictly 
cold-carbon warehouses, we haven’t any alloys. But our situation is 
just as bad as anything else. 

Senator Fereuson. You are an old-established firm in the ware- 
housing of steel ? 

Mr. Fiscus. We are comparatively new. 

Senator Fercuson. How old are you? 

Mr. Fiscus. My company is 11 years old and I’ve been in this 
business for 21 years. 

Senator Frercuson. Do you know any warehouses in Michigan, 
that are hoarding steel ? 

Mr. Fiscus. No, I don’t. I think that any hoarding that is done 
is probably in the sheet business. I don’t know of anybody hoarding 
the bars. 

Senator Ferauson. Do you know of anybody hoarding the sheet ? 

Mr. Fiscus. No. I couldn’t come out and say anybody is actually 
hoarding the sheet steel, but you can check the storage companies in 
town. 

Senator Frrauson. Don’t you think you'd hear, a warehouseman, 
if there was hoarding of steel in Michigan ¢ 

Mr. Fiscus. Well, to a certain point, but not necessarily in the bar 
business because the steel business is split up into different businesses, 
the same—— 

Senator Fercuson. You are satisfied there is no hoarding in bars? 

Mr. Fiscus. Yes, I would. I'd be satisfied with the bar situation. 

The only items that are coming through now and I think that 
they might come through, we’ve had several occasions where we’ve 
picked up a hundred tons of a size, the manufacturer says the part is 
discontinued and he wanted to get this steel in proper hands and he 
sells it to us at his cost price and we sell it at the warehouse price, 
getting the steel to the customers. Incidentally, we try to pass it 
around to, maybe, five or six customers, depending on the quantity. 

Senator Frreuson. Have you a suggested remedy for anything 
that’s wrong ¢ 

Mr. Fiscus. I have a small suggestion here. I don’t know what it 
is worth. Iam willing to offer it. 

The CuarrMan. Is it part of your statement ? 

Mr. Fiscus. Yes, part of my statement. 

The Cuarrman. Why don’t you complete your statement? 

Mr. Fiscus. The steel branch of WPB in the latter years of the 
war, did a good job. I suggest a warehouse directive at once for all 
metals and I believe when this happens, we will once again be able 
to put the tool program on wheels and get relief for the small buyers. 
In place of 85 percent of our purchases during the first 9 months of 
1950 being allotted under M-6 regulation, why not use the sales 
figures instead? During the last 18 months, warehouse steel was 
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sold much faster than received. In some cases this present plan could 
dislocate much tonnage. All warehouse tonnage sold for defense 
purposes should be replaced as quickly as possible. It all should be 
replaced as quickly as possible and I think that all warehouse steel 
should be replaced as quickly as possible to the 1950 first-quarter 
level. 

If the Government is going to issue DO orders to the small manu- 
facturers and tool shops, it should take immediate steps to make that 
available to him through the local distributors. The lost time and 
effort to a contractor, who must make 50 contacts to acquire 20 items 
of steel, must be enormous. 

The mills should exercise more rigid control on out-bound tonnage 
and make certain that all steel shipments get into the proper channels. 
Perhaps they could rely more on old established distributing agencies 
rather than create a new flock of unqualified brokers who have no 
controls governing their activities. 

The CHarrman. Are there unqualified brokers ? 

Mr. Fiscus. There are rumors to that effect. I couldn’t state any 
broker, because this deals with the sheet tonnage, rather than the bar 
tonnage. 

Senator Frratson. Do you know of any in the bar tonnage? 

Mr. Fiscus. No. They seem to be rather clean. There isn’t much 
in the bar business for these fellows to get in. They want the big 
business, where they can clean up $10,000 a week. 

Senator Frreuson. There was a case today, in which a man gave 
$750 and never did hear of the steel. You know none of that in the 
bar business ¢ 

Mr. Fiscus. We don’t do business with that kind of people. I’ve 
never had any experience like that. We've had some occasions where 
we oversold a shipment of steel, maybe five or six people in the order 
department. We took six orders where we should have only taken 
five. 

The fellow who didn’t get the sixth one, came back and thought 
we were giVing him a little pushing around. 

Senator Frreuson. That was straightened out; that could happen 
in any company. 

The Cuarrman. What do you mean by this—— 

Mr. Fiscus. I think that the gentleman just before me probably has 
more information on that than I have. I hear rumors, my salsemen 
tell me this and that, that so and so said he knows a fellow, that ff you 
give him 40 bucks a ton, and deposit it in the bank, a certain 
party will split that with you and all you have to do is make the 
contact. I guess that stuff is done all the time. I think that stuff 
is all ironed out during the previous period. We had several cases 
herein Michigan, where one fellow went to jail with a local mill. 
There is no reason why that stuff goes on. 

The Curaiman. How does that move, from the warehouses ? 

Mr. Fiscus. No, shipped direct from the mill to the customer. 

The Cramman. To the customer? 

Mr. Fiscus. And billed by the mill. All you have to do is get the 
right contact, put your dough on the line, and, somehow or “other, 
the mill gets it shipped to you. What’s going on in the backyard, I 
don’t know. 
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The Cuatrman. But you are saying that there is what amounts 
to favoritism going on in the steel mills themselves ? 

Mr. Fiscus. I have every reason to believe that it is possible. In 
the sheet and possibly the structural and plate end of it. I don’t be- 
lieve that the bar business is too much involved, because, as I said, 
the cost of handling bars and the fact that a fellow maybe wiil buy 
thousands of tons of sheets, but he will m: iybe only buy a couple of tons 
of bars to make that sheet job possible. But there isn’t enough money 
involved in the bar business for them to get interested. 

The CuarrMan. Are you shipping any steel which you feel may 
not be used for several months ? 

Mr. Fiscus. I doubt it very much. We have no way of ascertaining 
that. In fact, the matter is, the way we’re operating today, when 
the shipment of steel comes in, we have a list of fellows who use that 
steel for their requirements and we a them up and offer them a 
certain percentage of it. We try to pass it around for various reasons. 
The fact is, we try to take care of as many customers as possible, 
give the various salesmen the same kind of a break on their commis- 
sions. 

Senator Fercuson. Let me give you a hypothetical case. 

The CHarrmMan. If you don’t mind, I'd like to ask one question on 
that last point. 

Senator Fereauson. Yes. 

The CHarrMan. Do you have any orders for steel, which you feel, 
if you fill, is not going to be used for some months ? 

Mr. Fiscus. I don’t know of a single case in our category. Usually 
the fellow doesn’t get as much as he needs. 

The CHamman. Do you have an order from Chrysler for steel for 
its tank plant in Delaware / 

Mr. Fiscus. We have an inquiry for it 

The CHarrMan. Inquiry / 

Mr. Fiscus. Yes. We have an inquiry for the Chrysler tank plant 
in Wilmington, which I don’t believe is completed. I doubt if they've 
even started to build it yet. 

The tank plant that’s operated in Cadillac, in Cleveland, getting 
inquiries from there right along. The fact that we service Chrysler 
and service Cadillac at all times, the particular steel that are on these 
inquiries, are very essential to the local tool and die business. So 
we're a little hesitant at filling those orders, but we do not refuse if 
we have the materials. 

The Cuatrrman. I'm wondering why a steel purchaser of the size 
of Chrysler—or is that a General Motors plant in Cleveland? 

Mr. Fiscus. I believe it would be General Motors. 

The Cuamman. I wonder why a steel buyer of that size should be 
buying steel through a warehouse 

Mr. Fiscus. They are warehouse bonded. 

The Cuarman. Of a specific kind? 

Mr. Fiscus. Oh, they are 10 bars of this and 15 bars of that, and 
mavbe 2 bars of this and 2 bars of that. It is probably a tooling 
program. None of it is production. 

The CHarrMan. I see. 

Mr. Fiscus. I don’t believe, in both of those inquiries that I showed 
Mr. Long and Mr. O’Connor, we could find a single production item. 
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It is all probably maintenance-repair and nonproductive items. In 
fact, it seems to me, if we'd sell that stuff down there today, maybe 
they could wait and get the same stuff in 60 days, and do them as 
much good. And in the meantime, the local fellows could use that 
stuff here. 

The CHarrMAN. Have they asked you to ship that steel right away ? 

Mr. Fiscus. Yes. We ship it to a warehouse in W ilmington, Del. 

The Cuarman. You say you ship it; have you shipped any? 

Mr. Fiscus. I believe we have. 

The CuarrMan. How much did you ship? 

Mr. Fiscus. Couldn't have been very much. I don’t imagine it 
was any more than 2 or 3 tons of steel, assorted sizes. 

The Cuairman. You say the plant in Delaware hasn't been built 
vet ¢ 

Mr. Fiscus. I don’t think so. I haven’t been down there, but 1] 
happen to have a very good friend who is going to be assistant general 
manager, and he hasn't left Detroit yet. 

Senator Frreuson. That could be for the construction of the 
building ¢ 

The Cuarrman. Could be for helping tool up the building / 

Mr. Fiscus. I doubt it. You don’t make fixtures with—— 

The CuarrMan. It could be for tooling up the plant, or could it / 

Mr. Fiscus. What they are going to use it for, would be just a 
guess on my part. I’d say there was a tooling program, because it 
looks like tooling sizes. 

In my particular business, we can very often tell when a. ane ‘rent 
program is approaching, before anybody else is aware of it, except 
those that are in the automobile business themselves, aeniae we can 
tell the type of steel that they are buying. That is going in the tools 
and dies and the fixtures. The tools and dies first, and the fixtures 
follow up. 

The CuarrMan. Your opinion is that if this steel were bought in 
60 or 90 days, it would be just as well ? 

Mr. Fiscus. Yes. They probably have two or three hundred differ- 
ent sizes. Maybe a bar of two, three or four, and 1-inch round. The 
stuff is shipped into a warehouse and stored there until they are ready 
to use it. That might be a fine idea. I know the Armed Forces work 
that way. When they want it, they don’t—— 

Senator Ferguson. Do you know that this went into a warehouse ? 

Mr. Fiscus. Yes. We have shipping instructions to ship it care 
f American Car & Foundry. 

Senator Frrevuson. That doesn’t necessarily mean it went into a 
warehouse down there. 

Mr. Fiscus. Well, yes, it does. 

Senator Frerauson. How do you know that? 

Mr. Fiscus. Because it says a warehouse. In care of this ware- 
house. 

Now, the plant is a newer one. The tank plant is in Newark, I 
believe, which is a little ways away. 

Senator Frreuson. Do you know how long that will be held in 
that warehouse ¢ 

Mr. Fiscus. I haven't the least idea. In fact, the matter is, we 
were only given a portion of what we were willing to give up. In 
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other words, we wouldn’t send all our steel. If we got 10,000 pounds 
of 2 by 4 in, we wouldn’t sell them 10,000 pounds ‘unless we have a 
directive out of Washington. Because we operate under an M-6. 

The Cuatrrman. Were you through ¢ 

Senator Frercuson. No, I had a hypothetical case. If I’m an old 
customer and I come to you, and Senator Benton is a new customer 
and has never dealt with you, what about furnishing us on an equality 
basis ? 

Mr. Fiscus. I would say we would. 

Senator Benron. You would? 

Mr. Fiscus. Yes, sir. We have more new customers in the last 6 
months than I ever knew was going into business. In fact, with our 
reputation in the tool and die industry—we built our reputation 
with the small fellow—the word gets around. 

I wouldn’t say that the new—the fact that a lot of new people are 
in business hasn’t anything to do with us. 

Senator Frrcuson. You must have a lot of people coming to you 
who can’t get steel elsewhere. 

Mr. Fiscus. We have people who we never saw or heard of before. 

Senator Frereuson. If you have it, you furnish them ? 

Mr. Fiscus. If we have it in stoc ik we give it to them. 

Senator Benton. Your inventory hasn’t gone down 90 percent ? 

Mr. Fiscus. It has. We’re not in the steel business anymore; we're 
just an errand boy. The steel comes in a truck from the mill and 
we lay it down on the floor and divide it up and throw it in the truck 
and deliver it —_ away. 

Two days I: ater, it is gone. 

Senator barca. That’s fast turn-over, like the 10-cent stores. 

Mr. Fiscus. Wonderful business. It doesn’t answer the purpose. 

Senator Benton. It doesn’t answer the problem. 

The Cuatrman. A few moments ago, you made a very interesting 
statement, at least interesting to me. You said that this sort of thing— 
at that moment you were referring to the shipping of steel into a 
warehouse in advance of the completion of the plant—is done all the 
time that way, you said, by the Army? 

Mr. F'scus. T think it is done by everybody. In other words, if 
you've got a plant to set up, a new plant, nz aturally—— 

The Cuamman. You have to get your steel and plan for it. 

Mr. Fiscus. You’ve got to get everything. The experience that 
these fellows had before, in fact, ever since the first part of the last 
war, it has been a common practice to buy anything under 6,000 
pounds out of a warehouse, because the mills, when they get an order 
under 6,000 pounds, can’t accumulate enough tonnage in that size to 
make a roll out; so the order lays there. That’s where the warehouse 
comes in, to effectively—for Ti ince, they might roll a lot of 1 by 2 
but they never roll any 1 by 214. May take them 6 months to get, to 
ace uml ite an order, to operate that mill. 

The Crarrman. I wasn’t questioning the desirability of request- 
ing ae a warehouse. 

Mr. Fiscus. I probably didn’t finish. I ended before I was 
through. I think, to answer your question, it would be that these 
buyers with their experience know that they are going to be up 
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against it, so they start building ahead of time, which in ordinary 
times is a swell idea. 

The Cuarrman. That’s what we’re talking about, isn’t it? 

Mr. Fiscus. I think right now, that with a little bit of educated 
planning down in Washington, with these directives, they might 
throw a directive out 60 days ahead of time, the tonnage they put 
that directive on, might do somebody a lot of good. 

The Cuarrman. You say the directive down in Washington. If 
an order is put in by a private concern, which stockpiles or ware- 
houses the steel, 60, 90, 100 days in advance of the time it is going 
to be used, and in the meantime the small-business man can’t get the 
steel, that has little to do with Washington; isn’t that the decision 
of the company ¢ 

Mr. Fiscus. We understand that we’re under the supervision of 
Mr. Fleischmann and associates down there. And we try to go along 
with their rules and regulations. 

Now, up to date, even up to right now, we have no regulation ex- 
cept at our discretion. We can look at the CMP, and refuse to sell 
anybody, maybe, over 5,000 pounds of a size in 1 month. We have 
no way of telling next week whether he bought that same thing, if 
we have to go to look at the records to see if he bought that 5,000 
pounds last week, so we could refuse him. That part of it, we have 
nothing todo with. We couldn't control it. : It is up to the individual 
manufacturer and tool shop to keep their own house clean. They know 
how much they are allowed. 

If they buy more than that, that’s their headache. 

The CHarrman. No regulation on the warehouse, but there is a 
regulation on the time and inventory—— 

Mr. Fiscus. Not as far as warehouses, 

The CuairMan. No, as far as the manufacturer is concerned. 

Mr. Fiscus. I believe that’s right. I believe he’s supposed to re 
lease all high inventory, too. I have trouble trying to interpret my 
own regulations. 

The Cuairnman. That goes back tomy question. I didn’t mean that 
the Army or a corporation should not buy from a warehouse, but 
I did interpret what you said to me was that the Army itself was 
buying steel in advance, considerably m advance and warehousing it 
in advance or storing it considerably in advance. If that is done 
on a very widespread basis, that may be where a great deal of the 
steel is, and may be one reason why business can’t get ‘the steel. 

Mr. Fiscus. I wouldn't want to make the statement that the Armed 
Forces was doing that. 

The CHatrman. I thought you did make it; that’s the reason | 
asked this question. I thought’ you did make that statement. 

Mr. Fiscus. If I did, I would like to word it in a way that—we 
all know from years back that the Army and the Navy are great 
hoarders, both of manpower and of material. I think that it is quite 
right that they should be, up to a certain point, that is, where shote 
are critical materials. 

In other words, lots of times you will find a lot of surplus stock 
in the Army-Navy hands. I know that right after the last war, we 
knew there was a lot in there because they used to send us lists and 
wanted to sell it to us. 
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The Cuatrman. Do you know if there is any in there now ? 

Mr. Fiscus. They wouldn't send us any list now. That’s the only 
way we'd find out, when they send us a list. 

The Cuamman. Complete your statement. 

Mr. Fiscus. Yes, it won’t take long. 

In place of 85 percent of our purchases during the first 9 months of 
1950 being allotted under M-6 regulation, why not use the sales figures 
instead’ In other words, if you are not familiar with that, the M-6 
regulation, all wavchouses are supposed to get 85 percent of the. steel 
that they purchased during the first 9 months of last year for their 
1951 allotment. 

Senator Benton. That’s a very good point. You were selling faster 
than you were able to buy ? 

Mr. Fiscus. That is right. And, of course, that 9 months could 
be wrong in a lot of cases. In other words, if a fellow was loaded up 
in the first quarter of 1949, he wouldn’t do much buying in the first 
quarter. So his experience might be a little lopsided there. The 
mills should exercise more rigid control on out-bound tonnage, and 
make certain that all steel shipments get into the proper channels. 
Perhaps they could rely more on old est: ‘ablished distr ibuting agencies 
rather than create a new flock of unqualified brokers who have no 
controls governing their activities. 

Heavy fines and wide publicity for the violators, buyers and sellers 
alike, in both stockpiling and price gouging should be imposed so 
that the public would be informed who these people ere and what they 
are doing. Smoke out the chiselers and selfish individuals who are 
taking monetary gain at the expense of our defense effort and I feel 
sure the steel problem will clear up in a hurry. 

The CHatrman. That’s a very interesting statement, Mr. Fiscus, 
because it implies that the real problem here is because there are 
people who are selfish and chiseling and are both stockpiling steel and 
gouging the small-business men and the prices of steel. Is that your 
belief ? 

Mr. Fiscus. Yes. I have conversation with various customers of 
mine who come out and say so and so offered me such and such steel 
at maybe $150 a ton over the market and I lose my shirt. 

Senator Benton. Wouldn’t you say there is relatively very little 
of that? 

Mr. Fiscus. I’m speaking of the fellows we sell bars to. 

Senator Benton. You think in the bar end, there isn’t too much ? 

Mr. Fiscus. I don’t believe you will find very much chiseling in 
the bar industry. But you will find it in the plate structurals “and 
sheet industry. 

Senator Fercuson. Do you have any evidence on that ? 

Mr. Fiscus. 1 wouldn’t have any direct evidence. I think you 
could go back during the last war and find out. 

Senator Fercuson. Trying to solve the problem today, there were 
a lot of evils then, not discounting the number that there are now. 
Can you give direct evidence on it? 

Mr. Fiscus. I wouldn't be able to supply direct evidence on any 
particular deals like that, because it is not—— 

Senator Benton. What are the present penalties—you recommend 
severe fines and so on. What would be the penalty today ¢ 
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Mr. Fiscus. I wouldn't know. I can tell you what the penalties 
were in the last war. 

Senator Benron. They had a system of severe penalties, but I’m 
sure we have them today. I don’t know, though, I don’t know what 
the penalty system is. I do think it is part of the problem. 

Mr. Fiscus. The fact is they couldn’t make it high enough to suit 
me, 

I think the higher it is, the more they root them out, and how they 
find out about it will depend largely on their efforts. I think the 
stuff should start in the mill. The stuff all goes to the mill whether 
the capitalists get it or whether the commission men get it; it makes 
no difference. 

Senator Frerevson. It shouldn't be a difficult thing in ferreting out 
the violator. 

Mr. Fiscus. It would be very easy to check every storage plant. 
There are a number of storage people in the city of Detroit and it is 
true in the metropolitan area, who do not. 

Senator Ferauson, That isn’t a big job to find out how much they 
have. 

Mr. Fiscus. No, they have records there; somebody must pay them 
for storing it there. I know, I stored it with Mr. Hess out in Melvin- 
dale for over a year while I was waiting for the building to be com- 
pleted and we shipped the steel right in to him from Pittsburgh; he 
would unload it and store it and we'd go out and get it as we needed 
if. 

I know he kept quite good records and I know there are many good 
storage places in town: and if there is any steel sitting in there, they'd 
be able to tell you about it. 

The CHarmMan. Mr. Fiscus, you are a reputable -businessm: an, and 
you say here, “Smoke out the chislers and the selfish individuals who 
are taking monetary gain at the expense of the defense effort and I feel 
this steel problem will clear up in a hurry.” That does say quite 
clearly, I think, that you feel that the basic trouble with this steel 
situation is a matter = gray-market price and a matter of hoarding. 

Mr. Fiscus. Yes, I do, up to a certain point. After all, all steel 
starts from the same place at first. You can only make so many 
thousand tons of steel; then it starts to be passed out into the bar 
business and the sheet business and the structural business and the plate 
business, and so on down the line. Now, if all this tonnage is being 
kicked around here for somebody to make a million dollars in no time 
at all— 

The Cuamman. Wait a minute there, when you say all this tonnage 
is being kicked around for somebody to m: ake a million dollars in no 
time at all, that’s what we are looking for. 

Mr. Fiscus. I can’t tell you where the tonn: ize is, but I’m sure you'll 
find it if you look hard enough. 

The CHamrman. I might say we have some leads on it. 

Mr. Fiscus. If I find any evidence of it, I'll gladly bring it to your 
attention. 

The Crarrman. As we drive an automobile, we put it in low gear 
first and move up into the upper gears later; and if you believe this, 
we would appreciate your help. 

Mr. Fiscus. I believe 
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The CuarrMan. In showing us where this is? 

Mr. Fiscus. I believe it is going on. If there is any way possible 
that I could find out about it, ’'d be very happy to tell you. 

Senator Frreuson. But you haven’t any direct ‘evidence of it in 
Michigan ¢ 

Mr. Fiscus. No. Ihad no idea I was going to be called to the com- 
mittee hearing until 2 o’clock Tuesday afternoon. I wasn’t even too 
sure why I was being called. 

Senator Fercuson. Is your warehouse a typical on bar steel ¢ 

Mr. Fiscus. Yes, we're supposed to be one of the leading distribu- 
tors of cold drawn steel bars. In other words, it is a spec ialty item, 
we deal in sizes and quantities. 

Senator Frrcuson. Yes. 

Mr. Fiscus. Rather than tonnage. 

Senator Fereuson. You can see a reason for calling on you, because 
you are one of the outstanding distributors in that line. That is why 
the committee would go to you. 

The Cuairman. Are there any other questions ¢ 

Governor Wii1aMms. Mr. Fiscus, what ratio of the steel that you 
ship out of your place is on a DO of some sort or other ? 

Mr. Fiscus. I would say right now that practically 90 percent of 
it ison DO. I can explain why that is, Governor. Just as I said 
before, they passed out this DO-97 and DO-99._ Now, the DO-97 is a 
pretty wide affair and every large company, and practically any screw- 
machine company for that matter, who had an inventory at all when 
this CMP went in, could extend the DO-99 against their loss of in- 
ventory. In other words, if they used some of their inventory to 
make a war part or anything that had a DO on it, then they could 
turn around and extend the DO-99 to use, or to a mill to replace 
that stock they used on that particular job. 

Now, evidently everybody has been using it because there is very 
little stuff we get in our plant today that doesn’t have a DO of some 
sort on it. Now, we have no directive at all to differential, like this 
gentleman testified ahead of me, that he had a DO-04 and he couldn’t 
get enough stuff because he needed a DO-01. Now, I don’t know 
anything about the tooling business whatsoever, and I have had 
customers call me and si Ly, “Now, [havea DO. Can I get some steel ?” 

And, I would immediately explain to them that any ‘warehouse that 
asked them for a DO before they told them whether they had any 
steel in that particular size was starting to do this thing in the wrong 
way because we operate under M-6 regulations. We are supposed 
to get this percentage of steel to put out from the mill and we have 
no directive at all from anybody to differertiate between Joe Doak 
and Joe Blank over here who gets the first steel or what. If they 
have a DO, one is as good as another. 

Governor WiiurAMs. But you do differentiate between those who 
have DO’s and no DO’s whatsoever ¢ 

Mr. Fiscus. If you and Senator Moody would walk into my place 
at the same time and want to buy 9.000 one-inch-round and we 
had only one bar, the DO would get it. But, if the chap who didn’t 
have the DO came in in the morning and bought that bar of steel and 
we shipped it out to him and you came in in the afternoon and wanted 

it, you're too late; it is gone. 
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Governor Wiuu1aMs. Well now, do I understand there is some 
system so that if a person who purchases, who had a DO, you can get 
credit for that asa replacement of your stock? 

Mr. Fiscus. We’re hoping for that. Up to now, we don’t have 
that. That is what I’m asking for as a warehouseman, a warehouse 
directive. During the last war, I have sat up until 4 o'clock in the 
morning counting up steel down to 2 pounds each to send the PD-1’s 
and PD-3’s into Washington so that we could get that steel ordered 
at the mill and the mill had to take care of those orders. Now, the 
mill has no directive at all to take care of us except what they want 
to do under M-6. Now, I could clarify one thing oe I mentioned 
that we had 10 sources of supply in 1949 and early 1950. Now, we 
dwindled down to about three. Three of those mills were integrated 
mills. Now, an integrated mill, for the benefit of the rest of the 
people, is a mill that rolls its own hot bars, it makes them and cold- 
finishes them at the same time. Now, we have a great many non- 
integrated mills around the country; several here in Detroit and 
quite a few around Pittsburgh and the Youngstown area who depend 
on the large corporation for their hot bars and they have a plant there 
to manufacture the cold-drawn steel. Now, they’re in almost the 
same position as the warehouses are because they operate under M-6 
too. So, naturally, if we did a lot of business with those nonintegrated 
mills a year ago and they’re supposed to give us 85 percent of what 
we bought from them a year ago, they haven't got it because they 
can’t sell us something they don't have. They are in the same fix we 
are. 

Governor WituiaMs. You think it would be helpful for small busi- 
ness if there was some sort of a set-up whereby the warehousemen 
could replenish their stock through a certificate set-up? 

Mr. Fiscus. Definitely; it wor ‘ked the last time and it would work 
again. 

Governor WiLL1AMs. Let me ask you one other question, what per- 
centage of your business is with this so-called small-business man ? 
I think the Senator is using 500 employees for small business / 

Senator Benton. Yes. 

Mr. Fiscus. I would say under 500 employees; that out of a possible 
1,500 customers we would have about 1,475 under that definition. 

Senator Benton. That makes the point very well, Governor, I 
think. It shows these fellows largely handle small stuff. 

Mr. Fiscus. We never get production business. In fact, Mr. Hart- 
sell is up there, I have seen his name in our books from time to time 
and he measured it in ordinary times. He buys from the mill for 
two reasons; he gets a better price in the first one, and the fact he 
has a production run. They will produee 10,000 pounds of size every 
month and ship it to him. Now, he can’t get that through the mill 
so he comes to the warehouse. 

Senator Benton. That’s where the new customers are coming from. 

Mr. Fiscus. Our allocations come in from the mill, which might be 
for 60 days where we can only buy 10,000 pounds of that one size. 
He comes along and he wants 10,000 pounds; he’s not going to get it, 
because we'll try to give him a ton; this fellow a ton, and that fellow 
a ton, ¢nd that’s at our basic price so that he pays no penalty for the 
rice on the steel. You get some to help him out but we also try to 
1elp out four or five others, 








52 SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 


Governor Witt1ams. Mr. Leininger pointed out that that storage 
is more acute now, but it is something that has been going on for the 
last 10 years. Would you care to comment on that ? 

Mr. Fiscus. I don’t know just what he had in mind. TI would say 
up to 6 months ago the tool and die shops and the small manufacturer 
didn’t have any problem in the bar business. 

Governor WittiAms. I see. How about you vourself; were you able 
to keep your inventory up to where you wanted it ? 

Mr. Fiscus. Our inventory started to slide somewhere around the 
first quarter of 1950 and has gone down ever since. 

The Cuarmman. Are there any other questions? Thank you very 
much for coming. 

Senator Benron. I concur with your recommendations. 

The Cuarman. Is Mr. Mathew Smith here? Mr. Norman Mat- 


thews? 


STATEMENT OF NORMAN MATTHEWS, COMPANY REGIONAL DI- 
RECTOR OF EAST SIDE DETROIT, UAW-CIO, DETROIT, MICH. 


The Cyarrman. Mr. Matthews, will you state your name and 
address and occupation / 

Mr. Marrnews. My name is Norman Matthews. My occupation 
is company regional director of the East Side Detroit, UAW-CIO, 
plus being director of the Chrysler department of the UAW-CI1O. 

Senator Benton. What department / 

Mr. Matruews. Chrysler department. 

The Cuamman. And do you have a prepared statement, Mr. 
Matthews ? 

Mr. Marruews. No; I don’t, sir. I would like to know specifically 
what I am expected to talk about. 

The CHatmrman. You are expected to talk about some of the same 
things you and I and some of the others talked about in Washington. 

Mr. Marruews. I certainly will. I have heard a lot of controversy 
this morning about the small business and the lack of steel and 
orders these businesses can supply. I am going to use a different 
approach. The whole ties together. In fact, because of lack of steel, 
the employment situation in this area at the present time is affected. 
When I am talking about this area I am talking specifically of plant 
service, being the Chrysler director, a company director on the East 
Side of Detroit. That is from the river to the Eight-Mile Road, east 
of Woodward Avenue. 

We had the opportunity 2 or 3 days ago of going to Washington 
and interviewing different people, that is, heads of departments in 
Washington about this very problem which I am talking about this 
morning. We are greatly concerned with the fact that because of 
the lack of steel in the automobile industry or the slowness in which 
this defense program is mov ing we have so much unemployment and 
the unemployment we see is going to increase instead of decrease. 
Now. the point I want to make also is on the basis of the defense orders 
as issued to manufacturers or corporations in Detroit on the dollar- 
and-cent basis, and they are not being used in this particular carea to 
alleviate the unemployment situation. 

I might say since May 1 in Chrysler—I am ts uking about that now— 
we have had approximately 22,000 people laid off in the Chrysler 
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Corp. The Chrysler Corp. covers plants in the city of Detroit, plus 
Indiana and in the State of California; that is their assembly plants. 
Now, predominantly, the lay-off has been in the city of Detroit, I 
would say; out of the 22,000 there has been approximately 20,000 
people laid off from Chrysler in the city of Detroit. The Hudson 
plant which I— 

Senator Benron. Were these lay-offs of men who have stayed out? 
I mean, are they employing 20,000 fewer than they were last March / 

Mr. Marruews. That’s correct. 

Senator Frreuson. How do you account for the figures of 35,000 
to 40,000 on all the companies in the State of Michigan’ d 

Mr. Marruews. The figure you have, Senator, we questioned with 
the labor department in the city of Boston last week. The figure 
they have is the early May figure. 

Senator Frreuson. That was before the real lay-off because of 
shortage of material in the third quarter ¢ 

Mr. Marrurws. That is correct. It is the May figure. 

Senator Benton. You place your figure much higher? 

Mr. Marrnews. It certainly is, and the Labor Department admitted 
that in their conversation I had with them in Washington because 
they had someone checking the city of Detroit since that time. 

Senator Benron. What was the total employment before the 22,000 
cut-back starting in March? 

Mr. Marruews. I would say—well, by Chrysler’s figures the press 
release they made prior to the last lay-off, they claim they had 127,000 
people. 

Senator Benton. It dropped to 105,000 ? 

Mr. Marruews. It expected a drop at that time to 107,000. That 
release was made subsequent to the 5,800 people who were laid off 
prior to that time. Actually they haven't laid off the anticipated 
umount they expected to lay off, see, by two or three thousand, but 
the total figure is approximate. 

Senator Benvron. Do they say because of lack of steel ¢ 

My. Marruews. It certainly is. 

Senator Benvron. Is that the one and only reason ¢ 

Mr. Marrnews. I understand that is the one and only reason. 

Senator Frreuson. Forty percent, it is about forty-one percent of 
the steel for the third quarter; isn’t that what you understand it to be / 

Mr. Marriews. That is correct. As a matter of fact, they are 
operated on a 65-percent basis at the present time. That is, the third 
quarter. 

Senator Benron. As they cut back steel for automobiles, I think 
your general impression is that the automobile companies were con- 
verting their plants in order to take steel and use it to make war 
equipment at one time or another. Is not that happening? 

Mr. Marrurews. That is supposed to be happening, Senator, but 
[ would like to go into that later on. 

Senator Brenron. I hope you will. IT thought it was happening. 

Mr. Marrnews. I would like to give you the over-all unemployment 
situation first. 

The Cuamman. That is a point Mr. Matthews took up with me 
the other day. I am sure you would be interested in his testimony. 

Senator Benron. I thought the lay-offs were more problems of 
conversion than the lack of steel. 
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Senator Frreuson. I think these men can tell it is a lack of steel. 
The Cruarman. It is a problem of lead time and drag, in con- 
version, Which, unless something is done about it, will leave a period 
here when steel is idle, men are idle, and production is down. 

Senator Brenton. Well, I didn’t mean to interrupt. I want him 
to go ahead. 

Mr. Marruews. On the Hudson situation we have their production 
up to approximately 2 months ago as 120 cars per hour. Sometime 
in the early part of June they laid all the employees off for a period 
of 2 weeks, and on the recall there were exactly 10,000 of the 23,000 
recalled, cutting their production from 120 cars per hour to 40 cars 
per hour. 

Senator Frreuson. Do you know how wide that was; wasn’t that 
involved with regulation W also? 

Mr. Marruews. That had some bearing in the Hudson plant. 

Senator Benton. Not just steel, then ? 

Mr. Marrnuews. Not just steel. Packard has laid off this year 
approximately 5,000 people. In reading the press yesterday, I noticed 
that Packard is going to be down for a period of 2 weeks, starting 
2 days from now. The Packard situation was a combination of two 


things, too, I understand: The combination of regulation W and 
steel. 

Senator Benton. That’s right. 

Mr. Marrnews. Of course in the Briggs situation we at the present 
time laid off approximately 6,800 people because of the fact that they 
are the vendor in bodies for Chrysler and Packard. 

The Cuarman. When you say Packard will be down, you say 
Packard has already laid off 5,000; if Packard goes down with the 
combination, how many will that idle? 

Mr. Marrnews. That will idle approximately, I'd say, 6,000 or 
7.000 people. 

The CuHatrrman. More? 

Mr. Marrnews. More for a period of 2 weeks. As I stated, at 
Briggs they have laid off 6,800 people, which is understandable be- 
cause of the fact they supply the bodies for certain makes of Chrysler, 
plus the Packard car. Kaiser-Frazer engine division on the East 
Side of Detroit has been down for a period of 3 months now or 3,500 
people out of employment, and that is a combination, I would say, 
that is possibly regulation W, in my opinion. 

Senator Frercuson. I happened to know, Mr. Matthews, that is 
a fact on these considerable small manufacturers of cars because they 
were in touch with me on that regulation and that was one of 
the big elements. That is why I suggested to the Federal Reserve 
Board an alteration of that particular thing because it would allow 
these smaller companies to manufacture more cars. Bigger cars 
were not complaining on that basis. 

Mr. Marruews. I am very glad, Senator, that [ am getting into 
the facts as you know them. 

The Cuamman. That is right. That was my intention also, and 
the Senate Banking Committee has been endeavoring to do the same 
thing Senator Ferguson mentioned. As a matter of fact, there was 
a division of that regulation W which was going to be relaxed and 
even then I think—— 
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Senator Fercuson. They refused last week to reject it, so it ties up 
these various companies you are talking about. 

Mr. Marruews Now, that total figure which I have given you here, 
for June, is a figure of 49,800 ‘people. Now, if you read the 
release of the Department of Labor up to the month of May, I guess 
it is from the first of the year up to that time, they state it was ap- 
proximately 50,000 people idle in this particular area, and that is 
where we get our figure for 100,000, you see. 

The CHatrman. In other words, the Department of Labor says 
there were 50,000 idle before May, and you know of 49,800 more that 
are idle now ¢ 

Mr. Marruews. That is the very conservative estimate on the 
19,800, Senator, because we know definitely, as the gentleman spoke 
previously when coming on the stand, they are being heard also, not 
only on defense program but being cut back proportionately if they 
are a vendor for Chrysler, Pac kard, or Hudson or any of these other 
plants which we have in the city of Detroit. 

The Cuarrman. Then this 49,800—— 

Mr. Marruews. Is a conservative figure. 

The CHairman. Chiefly the large automobile manufacturers ¢ 

Mr. Marruews. That’s right. 

The Cuarrman. And the repercussion of that on small business is 
conditional 

Mr. Marrnews. That is correct. 

Senator Ferguson. Do you know what the employment in that area 
would be / 

Mr. Marriuews. In the Detroit area, Senator / 

Senator Frrauson. No; I meant in your district east of Woodward. 

Mr. Marruews. Oh, I am talking about the east. I don’t want 
to go into General Motors and Fords because sor cbody else will. I 
would say the employment in the region East Side of Detroit would 
be at least anywhere from 200,000 to 225,000 people. That is con- 
servative. 

Senator Ferguson. With 49, you have about an eighth of the people 
out of work ? 

Mr. Matruews. Yes, or more than that, actually. I would say 
my figures are real conservative; we can go to 250,000 people, talking 
about those under contract with the UAW-CIO. 

The Cuarrman. Your 49,000 figure applies to the East Side of De- 
troit only ¢ 

Mr. Marrnews. That is correct 

The Cuatrrman. The 50,000 figure of the—— 

Mr. Marruews. Is Detroit generally. 

The CuHamman. Is Detroit generally, so that decidedly this 
would be a conservative figure ? 

Mr. Marrnews. I would say this also, Senator, interrupting you, 
on the West Side of Detroit they have lay-offs in the Ford Motor Co., 
and I saw an article in the paper yesterday, a letter from the director 
of Ford to the effect that in the next few weeks there would be another 
10,000 laid off from Ford itself. General Motors—of course, the 
bulk of the plant is not in the city of Detroit, it is outside the city. 
They are coking a forced vacation for a week. It was agreed upon 
by the union and the company in order to delay any potential lay-offs 
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in General Motors, so you have got an over-all picture of lay-offs upon 
lay-offs. 

Senator Frerevson. You have a long inventory period, various 
methods of doing it, short hours ? 

Mr Marrnuews. No; we haven't reduced the hours because accord- 
ing to the statistics our people who were working, were working on 
the basis of about 41 or 42 hours a week average and at the present 
time being cut down to around 38 hours a week, so there actually has 
been a cut in that matter also. 

Senator Frercuson, Then it is true they have cut out? 

Mr. Marrnews. That’s right. 

The CuatrmMan. In the connection of cutting hours, the Government 
needs tanks, we have a tank arsenal out here. How many shifts does 
that tank arsenal take? 

Mr. Marrnews. I understand the tank arsenal—I am talking hear- 
say—lI understand the tank arsenal is working on one shift, a one-shift 
basis and working one line. 

The Cuatrman. How many lines are there ? 

Mr. Marruews. I understand there are three lines. 

The Cuamman. So that if it was working on a three-shift basis 
full time it would be working nine lines and it is now working only 
one line, is that correct ¢ 

Mr. Matruews. That is my understanding. 

The Cuatrrman. Do you know how many men are employed at the 
tank arsenal ? 

Mr. Marrnews. I couldn’t give you the figure. They are not under 
contract with us; it isa Government project. 

Senator Fereuson. Do you know why it is only running one line 
and one shift 

Mr. Marruews. We wonder very much why, seeing that the Chrys- 
ler Corp. is building a plant in Newark, Del. I don't know how far 
advanced they are in the building of that plant. They won’t be in 
production from the plant I understand until at least the end of this 
year. 

Senator Fercuson. Could it be the . act that they have gone into a 
new battle tank and as early as a year ago they hs vdn't inte ided to 
build any more tanks; then after we a into the war in Korea they 
changed their minds, and is it because we are building new kinds of 
tanks? The last time I was up at the tank arsenal I remember that 
they were building and remodeling old tanks ? 

Mr. Marruews. In line with that statement, I was informed—I 
think you were informed the same day I was, Senator—that they want 
to use that plant for repair work and building tanks. 

The thing that disturbs us mostly is that we recognize in a period 
of reconversion or conversions there is bound to be some lay-off there. 
We have to be realistic about those things. The things that bothers us, 
the reason we went to Washington was to bring to the attention of those 
people in Washington the fact that there is no potential relief for this 
area. Now, we are concerned about all areas, but the immediate prob- 
lem we have is the unemployment situation in the city of Detroit. 
There has been quite a few contracts; I understand that Chrysler itself 
has upward of $300,000,000 worth of defense contracts. There is only 
one potential outlet for employment of people in Detroit at Chrysler, 
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as we see it, and that is the new plant which they are building, just 
received steel to build in Trenton which is approximately 20 miles 
outside the city of Detroit. We don’t know exactly how many people 
they will employ ; ; understand five to six thousand. The irony of the 
situation is that we have this great unemployment in the city of De- 
troit; Chrysler has the contracts, other people have contracts besides 
Chrysler—I am talking about specifically Ford and GM, where the 
work is not going to be done in the city of Detroit—the contracts 
are let out, new plants are being built in other States throughout the 
United States rather than here. I understand it is the position of 
General Marshall that he wants parallel plants. I will explain that 
if Ll may. In other words, that he doesn’t want the old civilian pro- 
duction to go down. He wants plants or plants taken on, taken over 
by a corporation which will take care of both at the same time. 

Senator Frreuson. And have it as a stand-by / 

Mr. Marrnews. Have it as a stand-by. 

The CHairman. May Lask you this, Mr. Matthews, as I understand 
it, with the exception of General Marshall’s program here, he believes 
that, since the crisis and the threat to our security may be extended 
over a period of years, we ought to have a situation whereby we can 
produce a sufficiency of civilian goods and at the same time have 
available as a stand-by a plant operating at comparatively low gear 
which could be thrown into high gear quickly. 

Mr. Marrnews. That is correct. 

The CuairmMan. Now, 1 would like to ask you this. If that program 
is going to be actually effective and if it is going to be possible to make 
that transfer 1: apidly, would it not be absolutely imperative that the 
so-called stand-by plants would be in the same labor area that the 
civilian plant is in, because if you tried to make a quick shift of 
Chrysler workers from making Chryslers to work from Detroit to 
Newark, Del., you have to move their families, you have to put in 
housing and you have to put in sewers, streets, and everything else 
to expand that employment down there, and it would seem to me a 
highly impractical schedule if that is supposed to be your parallel 
proposition. 

Mr. Marriews. That is correct. That is the point I was going to 
make, Senator. 

We certainly are in accord with that. 

What we are not in accord with is where we do not have the em- 
ployees, and the plants are being built at the present time. 

Senator Benton. Do you have any other illustrations like the New- 
ark, Del., one where that is a common pattern ¢ 

Senator Ferguson. That is a common pattern / 

Mr. Matruews. That is a common pattern. Not on Chrysler but 
General Motors. 

Senator Benton. What is Chrysler doing in the contract orders, 
why aren't they making those up in the automobile plants by cutting 
back on automobile production ¢ 

Mr. Marrnews. It is told us by certain top management in Chrys- 
ler’s, and I questioned them again about it last night, why these con- 
tractors at the time they anticipated letting these contracts out, were 
building new plants from this area and we asked Chrysler at that 
time what the reason was. We were told by one of top management 
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there the reason_was that the Government didn’t want their eggs all 
in one basket. In other words they didn’t want to concentrate pro- 
duction here in the city of Detroit because of security reasons. We 
questioned that in W ashington and we were told that was definitely 
not true. I have here a statement issued from the Department of 
Labor—from the Presses of the United States I guess to the Depart- 
ment of Labor on January 7, 1591, released 

The CHatrMan. The present statement on manpower policy ? 

Mr. Marruews. It states here: 

Production will be scheduled, materials allocated and procurement distributed 
with careful consideration of available manpower. Wherever feasible from an 
economic and security standpoint, production facilities, contracts and significant 
subcontracts will be located at sources of laber supply in preference to moving 
the labor supply. 

Senator Fereuson. How does this line up with the fact that General 
Marshall’s plan is to build this out in other territories ? 

Mr. Marrnews. | understand General Marshall’s plan is not- 
he didn’t specifically state the building in out-State areas but just 
parallel planning for plants, you see. 

Senator Fercuson. Who determines where Chrysler would build a 
Government tank arsenal that they are now building in Delaware? 

Senator Benton. That is what I want to know and that is what 
you want to know / 

Mr. Marrnews. You asked me who determined it, I would say 
Chrysler determined it. 

Senator Fer°uson. I am asking you if you know who did. 

Mr. Marrnews. Because of the fact there is no question and I am 
not criticizing Chrysler as such, but I recognize the bread-and-butter 
issues which we have here in the city of Detroit, I recognize that 
Chrysler will admit that they want a plant in Wilmington, Del., after 
the defense program. In the event there was not a defense program 
that they intended to build a plant there. Now, that is the problem. 

Senator Frreuson. Isn’t this a specialized plant that is going to be 
equipped with machinery to make tanks and be on a stand-by basis 
for years to come ¢ 

Mr. Marrnews. I don’t know how many years to come. I saw a lot 
of plants built during the last World War, Senator, and I notice today 
a lot of manufacturers have taken over these plants for the operation 
of automobiles at the present time, and shall for ; period of years. 
How many years we are planning, I don’t know. I don’t think any- 
body particularly knows. 

Senator Fereuson. I don’t think anybody knows what Joe Stalin is 
doing. 

Mr. Marruews. That’s right. 

The Cnarman. That’s right. On the point made a moment ago 
by Senator Benton to express the view I think which is a very wide- 
spread view, Senator, that it is assumed around the country-—— 

Senator Benron. I think all over the country. 

The Cuarman. That’s right, exactly. 

Senator Benton. This steel is being cut down on automobiles be- 
cause these great companies here are starting to make tanks and other 
things. I think it is believed everywhere thr oughout the United States. 

The Cratrman. That is one of the things that made me feel this 
investigation was necessary to bring these facts out. 
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Senator Benton. I don’t understand why it is not true. I don’t 
follow it. Chrysler is making this $300,000,000 in the plant that won’t 
be up for 7 or 8 months in Delaware; where is it making its $300,000,- 
000 worth of war contracts? 

Mr. Matruews. At the present time they are not making any- 
thing as far as I know. They have a plant. They had the oppor- 
tunity some 3 months ago and where they have taken over the plant 
was built and it covers an area of 2,000,000 square feet I guess, and 
Chrysler expected to use that plant for the building of the engines 
to be assembled at Newark, Del. 

Senator Benton. That is the $300,000,000 contract ? 

Mr. Matruews. That is part of the $300,000,000 contract. I think 
it runs $99,000,000 on that project. 

Now, you have a problem right there where there is a manpower 
shortage I understand in New Orleans where they are going to antici- 
pate employing five or six thousand people there. Again you have 
the transportation problem, the problem of transportation there using 
some of the service steel right now for railroads, for boxcars. 

The CuatrMan. There are no surplus sales. They are using some 
of the scarce steel. ; 

Mr. Marrnews. Some of the scarce steel, let’s put it that way. 

Now, these tanks will be assembled in Newark, Del., so you have 
to ship engines from New Orleans to Newark, Del. I understand there 
is going to be a manpower shortage again, and while we have 
superfluous manpower here they are putting these plants up in other 
areas where there is a manpower shortage. I could go further with 
you in General Motors and Ford. In Ford you have an abundance of 
lay-offs here. They are taking over the Chicago plants and some 
gentleman stated this morning, talking about dickering for steel for 
General Motors, one of the largest plants in Cleveland—they are tak- 
ing over a plant 

Senator Frrcuson. Isn't it true Ford couldn’t take that plant over 
in Chicago to make this engine unless they did it under the Govern- 
ment’s consent and approval? 

The CuarMan. That particular plant? 

Senator Frercuson. That is what I mean, yes; and I appreciate 
now they have got to tool up all these places and there is a great 
shortage of tools, so they can’t even get started on the engine program. 
Isn’t that right? 

Mr. Matruews. We understand that is correct. 

We hope to listen to the President Monday. 

Senator Frreuson. One of the big problems is retooling? 

Mr. MatrHews. That is correct. The Senator made a statement 
here just now which maybe I have no right to comment on. He talked 
as if he has been contacted for steel for the Delaware plant. He 
claims he has. He said he didn’t know whether they started the plant 
or not. He is sure they wouldn't build any jig and fixtures until the 
plant is completed. 

I don’t go along with that. I think we are in a hurry for defense 
work and they should be parallel in building right down the line. 

Senator Frrcuson. They had better be building the jigs and fix- 
tures while the plant is going up. 

The Cuairman. I don’t believe he said that. I think he said he 
didn't think this particular steel for the building of these tools would 
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be needed for the next 60 days. I believe that is approximately his 
statement. If I may comment on what Senator Benton said a while 
ago, the gentleman questioned the fact thaf a vast amount of war work 
has been put in Detroit, and that comes partly from the fact that it 
was announced that Chrysler or Ford or General Motors, which have 
their headquarters in Detroit, get a contract for a large amount of 
money; but as Mr. Matthews so well pointed out, Senator, a great 
deal of that stuff doesn’t come into Detroit at all, and under the pro- 
gram of General Marshall, which calls for a paralleling of this thing, 
if you don’t have your parallel plan here, they are going to convert 
to the other plants. I think Mr. Matthews may want to go into that 
point later. 

Will you be available this afternoon? I think it is time to adjourn 
for lunch. 

Mr. Marruews. I would prefer to finish now. 

Senator Frereuson. I think he has made it very clear. 

The CHairman. Please proceed then. 

Mr. Marruews. Well, I might say we went to Washington last 
week and talked with different people, heads of departments, such as 
Manly Fleischmann. I understand Mr. Fleischmann attended the 
press conference prior to coming to meet with us. 

At that time a statement was made to the press to the effect we 
are crying before we are hurt. Those were the exact words. 

I am sure we convinced Mr. Fleischmann in our conversations 
with him, dispelling old ideas that this was a lot of poppycock. We 
also met with Courtney Johnson there of the Motor Vehicle Division; 
also Arthur Fleming. We sat with Mrs. Anna Rosenberg, and we 
convinced those people of the seriousness of the situation here, with 
the me that they were going to check into it. Last, but not least, 
Mr. C. Wilson, who gave us graciously of his time. Mr. Wilson is con- 
vine a there has been a mistake made with regard to estimation of lay- 
offs in the areas; he is convinced something has to be done and done 
immediately. IT asked him if he would kindly made a release to that 
effect, and yesterday he made a release. He sent me a letter in the 
mail. I received it over the telephone, a copy of the letter he sent. 
This is what he told me. 
To Mr. Norman Matthews. 

DeaR MR. MATTHEWS: I am very happy to have the opportunity of meeting 
With you in the presence of the Chrysler Local, to accompany you on your recent 
trip to Washington. Iam very much concerned about the number of people who 
are out of work. I am requesting all production agencies to determine immedi- 
ately what additional work can be obtained for the Detroit area. Such work 
will be allocated to be utilized to the fullest possible extent to the styles and 
ability of the workers who live in and around Detroit. I want to assure you that 
I will be very happy to have you keep us informed of every development in 
Detroit. We are very desirous of doing everything we possibly can to be of 
help and assistance. 

(Signed) CC. WILSoN. 

One thing we did at least was make people realize in the city of 
Washington we had a problem here. We couldn’t tear this problem 
down. I don’t know what you gentlemen can do about this, but 
certainly we would like to have all the help possible in order to see 
our people have gainful employment. The problem is, as I stated, 
that we expect, no doubt, temporary lay-offs, but there is no idea in 
mind whatsoever unless there is a change of opinion in Washington, 
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a change of opinion in management around here. There is no poten- 
tiality “down the road for employment here in the city of Detroit 
because of the fact they are building plants outside the State of Michi- 
gan and having a manpower problem there, where we in Detroit are 
havi ing a Manpower pee in the other respect. 

The CuarrmMan. You say, unless there is a change in the attitude of 
management. You mean in the tendenc y to take work out of Detroit 
and build new plants away from Detroit and away from the Detroit 
area ¢ 

Mr. Marrnuews. That is correct. In other words, their attitude 
should be that these plants should be built in this particular area 
where they can absorb the unemployment situation. I might say in 
making this statement also it is our thinking and we questioned ‘also 
offici: als i in Washington regarding stoc kpiling of steel. We were told 
in Washington there was no such thing as stockpiling of steel. 

The CHarRMAN. I have been told that, too. 

Mr. Marruews. But we can’t conceive where this steel is going at 
the present time. We feel that in the event there is stockpiling of 
steel, if there is no justification which can be given for the using of 
the steel at the present time, that the automobile industry whic h can 
use this steel—I understand from Chrysler that their bigger problem 
is lack of steel, and they tell me they have to hunt around for next 
month, for their August steel, which they can operate on. There was 
one statement made by Mr. Fleischmann in Washington. He feels if 
Government—say that manufacturers can have 65 percent of the steel 
which they used in the early part of 1950, that Government is obligated 
to see that manufacturers do get that steel for that particular purpose. 
He is going to work towards that end. It is our position in the auto- 
mobile industry—and I imagine it is the position of the small-business 
men because they are being affected also—that while this program, 
change-over program is going on, until it is necessary to use the mate- 
rials for the defense produc ts as such, certainly the allocation of ste el] 
should be raised where we can absorb the unemployment we have in 
the city of Detroit and throughout the Nation at the present time. 

Senator Fercuson. Isn't that the way to solve this problem today ¢ 

Mr. Marruews. I would say it was, Senator. 

The CHatrrMan. In connection with the question of Senator Ben- 
ton, is it true that there is very little conversion of plants in Detroit 
now! Isn't paralleling for war products pretty generally the policy ¢ 
How much conversion is there of plants, and how does that affect this 
matter of lead time and this matter of the amount of unemployment 
we are having now ¢ 

Mr. Marrnews. I don’t know of any single plant—and I might be 
wrong—in Detroit that is converting. 

Senator Benron. None / 

Governor WiLuiAMs. You mean any automobile plant or any plant 
whatsoever / 

Mr. Marruews. I am talking basically of the automobile plants, 
and I don’t know of any. 

Senator Benron. I don’t think there is a person in a thousand who 
believes that to be true. 

Mr. Marrnews. It is true. 

The CuarrmMan. That is one of the great lights. 
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Senator Frercuson. It is to building new parallel plants, isn’t that 
right, and not to using space in plants, and even tools? 

Mr. Matthews, I can give you an example if I may, a very brief 
example of what I think could be done, but before I go into that I 
would like to say that at Packard they expect to have unemployment 
of 20 to 25 thousand people, whereas they are using employment for 
five or six thousand people—that is, they see that in the distant future. 
They are also building a plant in Utica. 

The CuarrmMan. That is Utica, Mich. 

Mr. Marrirews. Utica, Mich., that is right. Now, here is our idea 
that might be worked in other plants, but we have in C hrysler’s a 
situation where they built a new plant out on the Nine Mile Road at 
Mound Road just the past 2 years, a press plant. Now, previously 
they used to do the presswork in other plants throughout the city 
of Detroit. We feel if we are interested in defense work we are in- 
terested in the welfare of people working in the city of Detroit, which 
management should be and, no doubt, are to an extent; that in order 
to process this defense work, they could certainly send this presswork 
back to the other plants where they used to do it previously because 
people are being laid off in those plants and could take up this unem- 
ployment situation and convert that plant. We have another in- 
stance which we can point out. 

The Cuairman. You mean that that plant is not now producing ! 

Mr. Marruews. It is producing. 

‘The CrrarrMan. It is producing? 

Mr. Marruews. I say they could transfer back from that plant to 
rn other plants where they can’t—say, now, they don’t have sufficient 

facilities there because they have had a lay-off. 

The CuarrMman. The other plants have laid them off / 

Mr. Marruews. The other plants have laid them off. You could 
shift this work back to those plants. You have a plant here in De- 
troit in which you have a paralleling of defense work without any 
new construction. You have another on the West Side of Detroit, 
where Chrysler recently was last year taking over the old Graham- 
Paige plant there, using it for building bodies for De Soto. This is 
just recently. Now, prior to building bodies out there they built their 
ioliies at the Kercheval plant on the East Side of Detroit. They 
cut down their production in the Kercheval plant about 35 or 40 
percent and certainly they should have room there to build the bodies 
as they used to for the De Soto plant and release that plant on the 
West Side of Detroit to do this defense work or have a plant in 
readiness to do defense work. We are not interested only in the 
city of Detroit; we are interested in any part of the country where 
there is a manpower situation. I think you gentlemen are also. We 
feel that primarily the problem we have is here in Detroit right now. 
There are no plants being converted. We have a manpower situation, 
we have 100,000 people out of work and no possibility of reemploy- 
ment. On top of that, there is no possibility in the future of employ- 
ment, because they are paralleling these plants in some other part 
of the United States. 

The Cuarrman. Aren’t you also interested in the fact that the 
United States is under a danger of attack and that the sooner we 
increase our military strength, the less danger there is of attack, and 
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that this parallel policy, while it is a good policy for the long run 
and undoubtedly a sound policy, seems to be involved to such an 
exclusive extent that we are not doing what we could do, which is 
to produce the most we can in Detroit? Would you like to comment 
on that point? 

Mr. Marrnews. I am perfectly in agreement with that statement. 
That is our thinking. I have heard statements made, statements made 
in Washington to the effect that they do not want to go full steam 
ahead on these defense plans because they might not want to use the 
material immediately or the products immediate ‘ly, and they will be 
antiquated a year from now. I think antiquated equipment is a lot 
better than no equipment at all. 

The CuairMan. It seems to me that we don’t have too many tanks. 
Here we have a tank plant in Detroit that operates, in effect, what 
amounts to one line out of nine that could be operated. 

Senator Frerauson. Now, what were you saying about having things 
considered obsolete just because they are in existence? That is one 
of the complaints that we find in the appropriations committee with 
the Military Establishment. They consider that obsolete which they 
have, and only that which is on the blueprint stage is modern. 

Mr. Marrnews. That would be obsolete in 3 months. 

Senator Frercuson. ‘Then they claim that in 3 months that will be 
obsolete. In these parallel plants with only a skeleton force, you 
have a problem. And how are you going to get the people from met- 
ropolitan areas, where they are using them in civilian production if 
the war does break out, in these far-off places to go in anc start the 
manufacturing? Men have to ‘at trained. They are skilled in a par- 
ticular line and you can't do it overnight. 

Senator Benron. Schoolhouses ¢ 

Mr. Marruews. You have the school people there. 

The CHAIRMAN. Senator, you have a housing shortage there. If we 
are actually going into a policy of par: alleling, it seems to me the plants 
ought to be parallel with the labor supply. 

Governor Wmitams. Mr. Matthews, has your union discussed this 
with management! If so, what kind of reasons have they given for 
these decisions ? 

Mr. Marrnews. I think, Governor, I gave the reason that Chrysler, 
the reason they had 3 months ago when I had the opportunity of meet- 
ing with the shop management last night, they told me then that the 
policy of the Defense Department had been changed. They told me 
at that time, as I stated, the Government was forcing them to move 
out of the city of Detroit because of the security program or words 
to that effect. 

In other words, an A-bomb in the city of Detroit could destroy all 
the industry as such. I took out this statement, that is the statement 
that was issued July 7 of this year or January 7, and showed it to 
management, and they talked around it, all around the point there 
last night. Now definitely it seems it is not the position of the Depart 
ment of Defense or the President himself that the parallel buildings 
should be in areas where there is no unemployment situation. It 
should be in the area where you have skilled, efficient people to do the 
job and where in the event there was a lay-off in the automobile plants 
this would-be unemployment situation, you could shift from auto- 
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mobile or any other civilian products they are manufacturing at that 
time direct across to defense. 

The Carman. Not only is that the official policy which you read 
in a few minutes ago, but weren’t you told a couple of days ago specifi- 
cally that that was not the policy? 

Mr. Matrnews. That is correct. 

Governor Wittr1aMs. Well then, I take it, you have discussed this 
with management at some length and that you haven’t had any answer 
other than “they say that the Government has directed them to build 
parallel plants other than in Detroit because of the A-bomb or some- 
thing of that nature? 

Mr. Marrnews. That was the implication; yes, that was the im- 
plication. 

Governor WiLiiams. Have you had more than one such conversa- 
tion ? 

Mr. Marrnews. I talked with management last night. I pointed 
out the misunderstanding, the falsehood to their statement that was 
made to us several months ago, after showing them the directive of 
the Defense Department on aa their policy was. We raised this in 
Washington in front of Mr. C. Wilson, raised it very sharply, and 
his proble m was, “Well, what non these plants that are partly built, 
that are not parallel to the city of Detroit; what can we do about it? 
No doubt we will have to let them continue to build them.” His point 
was, “We are going to see if possible at all that we can convince 
management.” This is the Government talking to us. 

The Cuatrman. This is Mr. Wilson talking to you? 

Mr. Marrnews. Mr. Wilson talking to us, “Convince management 
to build these parts in the city of Detroit rather than some other State 
throughout the United States.” 

Senator Fercuson. Don’t you know also it is a fact that they can’t 
build these plants where they are building them without the Govern- 
ment’s consent and approval ? 

Mr. Matrnews. The Government has consented and approved the 
building of these plants. 

Senator Frercuson. At the location? 

Mr. Matrnews. Six of one and a half dozen of the other, as far as 
I am concerned. 

Governor WiiutAms. Mr. Matthews, do you have a feeling in your 
discussions with management that they have been trying to keep on 
their existing civilian facilities, either neon to produce civilian 
goods longer so if there is a shift later on they can come back early 
to the production of civilian goods without ae disruption 

Mr. Marrnews. Well, I would say you are correct in your assump- 
tion there, Governor. Quite naturally, as we know management—I 
have to deal with them day by day, and they are not all bad, you 
know. 

Governor Witu1AmMs. No; I mean—— q 

Mr. Marruews. Of course, they are going to hang on to their civil- 
ian production as long as possible. As a matter of faet, it was inti- 
mated tous in W ashington that the Government had one dickens of a 
job to get some managements even to accept contracts here in the city 
of Detroit. 

Governor WitutaMs. Well, as I understood—— 

Mr. Matruews. Defense contracts. 
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Governor Witu1AMs. As I remember our meetings several months 
ago, that management very definitely was trying to “hold onto what it 
had here as long as possible, and it was building ‘much of their defense 
work outside of the city of Detroit. 

Mr. Marrurws. Well, evidently that is precisely what they are 
doing; but, in the meantime, let’s forget the profit of the cor poration. 
In the meantime, Governor, because of the cut-back in the civilian 
production, you have an unemployment situation here which at the 
present time reaches 100,000 people, and I think the Government 
should be interested in that. No doubt they are; and by the same 
token management should be interested in that, because a man with 
an empty stomach running around is a very dangerous individual in 
society. You know that as well as I do. 

Senator Frrauson. You had a problem here. You said if they 
would distribute to these automobile concerns, to allow them to go 
along with the civilian production, the steel that is not being used in 
real defense work, you would help to solve your unemployment. 

Mr. Marruews. We certainly would. 

The Cuamman. That gets back to the basic question of whether 
there is or is not idle steel lying around. 

Senator Frrcuson. You don’t know—do you!—of any idle steel in 
the Michigan area ? 

Mr. Marrnews. I don’t. 

Senator Ferauson. You think you would learn about it if it actu- 
ally existed, men being out of work for the need of steel if it was being 
hoarded ¢ 

Mr. Marruews. Yes. 

The Cuairman. Your testimony here, Mr. Matthews, has been very 
valuable. On behalf of the committee, I want to thank you for it. 
It doesn’t paint a very bright picture for Detroit unless something is 
done to change the policy both in Detroit and in Washington, you see. 
Is that your interpretation ? 

Mr. Marruews. Yes. 

The Cuatrman. If the policy is continued, whether management or 
the Government is responsible of dispersing the so-called parallel war 
plants from Detroit during this emergency period, and if the pro- 
duction that is now in some of the Detroit plants is permanently 
dispersed when the normal period is restored, then you are going to 
have a very much lower employment production and prosperity for 
Detroit, and I think it is a good thing for the city to look at it and do 

something about it. 

Mr. Matrruews. One point in conclusion that I failed to point out 
is that Hudson laid off 13,000 people. They do not do defense con- 
tracts, no defense contracts whatsoever. 

Senator Benton. Have they tried to get one? 

Mr. Marruews. I was told that they have been offered subcontracts 
there. I was told in Washington that they had been offered sub- 
contracts in Washington, but it is beneath their dignity to accept sub- 
contracts. They want prime contracts. Whether that is true or not, 
I don’t know. 

The CHarrman. Well, isn’t it true, Mr. Matthews, that Hudson had 
a Wright engine contract announced by dollar volume and otherwise, 
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then that contract was taken away by the Navy and sent down to the 
Chevrolet plant in Buffalo? 

Mr. Marrnews. Yes; I understand the reason for that was that 
Hudson at that time—so we were told again in Washington—was 
insisting on a new building to be built in Cleveland or Chicago, I 
forget which. We recognized the Hudson plant was a very old plant, 
and they probably would like to have a new plant built also. That 
was the reason the contract was taken away from them: couldn’t 
come to any agreement on building this engine in the old plant here 
on Jefferson Avenue. 

The Cuarrman. Didn't the Navy announce that as the reason for 
taking it. away ? 

Mr. Marruews. | think they did. 

The Cuatrman. Your testimony has been very helpful, Mr. Mat- 
thews. 

We will now adjourn to 2: 30. 

(Whereupon the committee adjourned at 1:30 p. m. for lunch, to 
resume at 2:30 p. m.) 


AFTERNOON SESSION 
The CuHatrmMan. Mr. Hulgrave. 


STATEMENT OF D. F. HULGRAVE, GENERAL MOTORS CORP., 
DETROIT, MICH. 


The Cuarrman. I’m very glad to see you, Mr. Hulgrave. State your 
address and your place of business, please. 

Mr. Huterave. I have a prepared statement which, if it would save 
time, I hope you will let me read through. And as you make notes I 
will be glad to answer such questions as you have. My name is D. F. 
Hulgrave. I am executive in charge of the procurement and schedule 
activities of General Motors Corp. I am appearing in behalf of Gen- 
eral Motors in response to your letter of July 9 by the chairman to 
Mr. Hugh Dean, vice president of General Motors. 

Upon ree eipt of your letter on July 11 we made arrangements to 
collect. the data requested, expecting to appear on July 23 or 24. How- 
ever, a member of the staff of the committee, Mr. O'Connor, called 
Mr. Dean on July 11 and asked that we be prepared to furnish this 
information to your committee today. 

Before proceeding to answer the specific questions raised in your 
letters, I should like to make a brief statement with respect to General 
Motors and the defense program. 


NATURE OF THE GM DEFENSE ASSIGNMENT 


GM is being called on to produce, as was the case in World War II, 

a wide v -ariety of equipment, much of it if of a highly technical and 
complicated nature. This equipment falls into three general groups: 

military items which the corporation had been making for the armed 
services before the Korean crisis, such as aircraft propellers, aircraft 
bombsights and navigational instruments, Diesel engines, and Allison 
jet engines. These items are being made in plants built mainly for 
that purpose. Deliveries are continuing at an accelerated rate. 
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Two, The products identical to or very similar to those made by GM 
for civilian use, such as trucks, staff cars, ball and roller bearings, and 
electrical equipment. Items in this group are produced in General 
Motors plants, for the most part without special facilities except tools. 

Three. Military items unlike any the corporation makes in time of 
peace, such as tanks, planes, guns, projectiles, and sapphire jet engines. 
In peacetime these products are made in Government arsenals or by 
companies that specialize in making such types of equipment. The 
experience of World War II indicates, however, that as defense orders 
mount this group tends to become the most important one for most 
producers. Items in this group must be made either in special defense 
plants or in converted GM plants. In either case, considerable time is 
required to make the plants available, engineer the job, secure special 
purpose machines, tool up, train workers, arrange for a flow of mate- 
rials and components, and build up production. Volume production 
cannot be achieved in most cases for many months. 


GENERAL Morors DeFrense POoLicres 


General Motors’ policies with respect to defense contracts, estab- 
lished at the beginning of World War II, and promptly again put 
into effect at the start of the present defense effort, may be summarized 
as follows: 

One. Cooperate actively with the Government in planning the pro- 
duction of defense products, in accepting trial orders, in rendering 
engineering advice and assistance when desired, and in mass-produc- 
ing those products for which General Motors has or can get the neces- 
sary production equipment. 

Two. Endeavor to get orders for and plan to produce the corpora- 
tion’s share of the country’s defense production load. 

Three. Endeavor to obtain contracts for the more complicated 
defense products, in the production of which the corporation’s engi- 
neering and manufacturing experience will be of greatest value to 
the country. 

Four. Concentrate General Motors’ production facilities on the 
most difficult parts of these products, thereby making maximum use 
of corporation know-how. 

Five. Subcontract as much as possible of the balance of component 
parts of all defense products to dependable and competent subcon- 
tractors who have equipment that can be used to produce such parts. 

Six. Try to obtain orders for every plant city and every plant in 
order to protect employment in those cities and plants to the extent 
possible. Allot the production where it can be produced with the 
greatest efficiency and the least new floor space and machinery. 

Seven. Accept contracts of whatever type—fixed price with pro- 
vision for price redetermination after cost and production experience, 
competitive bid, or cost-plus-fixed-fee—that may be mutually agreed 
upon with Government agencies. 


Our ProcRaM oF PEACETIME CoorERATION 
General Motors was the leading producer of material for the Armed 


Forces in World War II. Its deliveries of war products for the 6 
years 1940-45 totaled $12.3 billion. Its peak production rate, attained 
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early in 1944, was $12,000,000 a day. But to reach that rate took 
more than 2 years of intensive effort by the corporation and by the 
Armed Forces. 

As a result of this experience, General Motors, even before the 
end of the war, proposed a continuance in peacetime of a close liaison 
between the armed services and industry. 

If we are to face the realities and not take another chance on being caught 
“too late with too little’— 
the 1944 annual report stated— 
we must learn from present experience and reverse our prewar concept as 
to the importance of military preparedness. * * * General Motors stands 
ready to do its part in support of any constructive and equitable plan of action 
that contemplates maintaining in peace, as well as in war, a high technical 
standard of defense equipment. 

General Motors has turned out record quantities of civilian goods 
since World War II. At the same time it has continued to recognize 
its defense responsibilities. Throughout the period, it has cooperated 
with the Government in defense planning and in numerous projects 
of an engineering and research nature. In addition, certain divisions 
have continued to produce military items, although until the recent 
acceleration in defense preparation quantities required were not large. 
Allison division became a major producer of turbo-jet and turbo-prop 
engines for the Air Force and Navy. Aero Products division con- 
tinued to engineer and build propellers. In 1948, A. C. Spark Plug 
division leased a plant in Milwaukee for the production of aircraft 
bomb sights and navigational instruments. Several divisions were at 
work on special engineering and development assignments long be- 
fore the fighting started in Korea. 

In 1947 the corporation created a defense plans committee to assure 
the most effective use of the corporation’s “know-how” and facilities. 
Certain staffs in the central office were assigned responsibility for 
coordinating various aspects of the defense program. A number of 
executives are serving on Government advisory committees and, with 
other groups, cooperating with the armed services. Beyond this the 
manufacturing divisions are actively engaged in submitting bids on 
defense work and determining how best their facilities can be utilized. 


Tue IMporRTANCE OF SUBCONTRACTING 


The importance of suppliers in a mass production industry can 
hardly be overestimated. Many companies never have a “prime” 
contract but confine themselves to making parts and components for 
the prime contractors. Still other companies make finished products 
as prime contractors themselves and also turn out parts as subcon- 
tractors. 

This highly coordinated network of interdependent prime con- 
tractors and subcontractors gives American industry its flexibility 
and pace. The automotive industry is the world’s outstanding 
example of an industry organized on this basis. In_ peacetime 
General Motors has more than 12,000 suppliers. During World War 
II the total rose to 19,000. In addition General Motors’ divisions 
themselves are, in turn, subcontractors. 
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Tue Jos AHEAD 


A charactéristic of mass production is the time it takes to get 
ready, to tool up. This period of preparation is called “make-ready” 
time. This is the time it takes on the drawing board, in the shop and 
in the plant to prepare for a production change. Make-ready takes 
even longer in defense production than in civilian ae sama in most 
instances—both because of the ¢ omplicated nature of defense products, 
and because of the necessity of having the machine tool industry buil« 
large numbers of machines not commonly used in industrial plants. 
However, the rate of output achieved, once the job is ready to roll, 
more than makes up for the waiting that preceded it. 

Another problem not always appreciated arises from the very 
nature of military products. When circumstances make design 
changes necessary, they must be made without delay. They cannot 
be saved up for an “annual model change-over,” as can design changes 
in commercial products. Thus, it is often difficult if not impossible 
to freeze the design of a military product for a model run of any 
duration. 

General Motors is an organization which is substantially better 
prepared to shoulder its share of the defense load than was the case 
10 years ago. A larger and more highly trained labor force has been 
built up. Staffs of engineers and other technicians have been im- 
portantly expanded. A large number of General Motors’ employees 
acquired knowledge of military production during World War II. 
Developments in ‘research and production engineering have added 
to the corporation’s reservoir of available experience. 

General Motors’ program of plant rehabilitation, expansion, and 
improvement since 1945, plus the Government plans available for de- 
fense work, permits substantial defense production without drastic 
curtailment of civilian output except as made necessary by shortages 
of critical materials. In an emergency of uncertain duration it is 
important that the underlying strength of the economy be maintained. 
Continued production of motor vehicles not only provides essential 
transportation but also needed employment. One of the problems 
now facing our country is how to shift from civilian to defense pro- 
duction without creat ing temporary unemployment. Some disloca- 
tions are inevitable, but every effort should be made to keep them to a 
minimum. 

Ultimately the bottleneck in the flow of industrial production will 
be manpower. Until the bottleneck is reached, however, the flow is 
likely to be governed chiefly by the availability of machine tools and 
the supply of materials. Tt is vital that sufficient supplies of all 
needed materials be available for defense and adequate stockpiles be 
built up. But it is also important that a proper balance be main- 
tained so that needless curtailment of civilian production does not 
result. 

Referring specifically to your letter, in the short time available, we 
have done our best to collect the material asked for. Most of the data 

requested is, of course, maintained by the corporation, but it is not 
readily available in the form requested. General Motors operates on 
a decentralized basis through 33 operating divisions with an excess 
of 100 plants located in all parts of the country. Complete detailed 
records as to inventories, machinery, and equipment acquired or on 
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order are maintained at the plant level with consolidated records at 
the divisional level. Corporation-wide records are in such form as 
is required for general information and control purposes, but are not 
detailed for specific purposes, because the plant and divisional rec- 
ords are always available to be analyzed and assembled in such forms 
as is desired within a reasonable time. For instance, shapes, and sizes 
covered by CMP are available at the plants, but are not available on 
a consolidated basis and could not be collected in time for this hearing. 
However, we do believe that the information we are submitting today 
should serve the purposes of this hearing as we interpret your letter. 

From your letter it appears to us that you are particularly inter- 
ested in the current steel supply situation. 

The CuarrmMan. That is right. 

Mr. Hurerave. We assumed that the current situation of acute 
shortage of steel, however, is not of recent development. General 
Motors has been contending with the current shortage of steel since 
the end of the war, in spite of the very best efforts of our procurement 
personnel. At no time, with the possible exception of a few months 
in 1949, have we had an adequate supply of steel in keeping with the 
demands of our customers. In this respect General Motors has not 
been unique. The same situation has confronted many other com- 
panies. The record of the automobile industry shows that in the 
postwar period, General Motors, in spite of its best efforts, has not 
produced as large a proportion of the industry’s output as it did in 
the immediate prewar period, although it substantially increased its 
production facilities postwar, and the demand for General Motors 
products greatly exceeded the supply. Steel was generally the limit- 
ing factor. In fact, we would have had considerably less steel and 
less production, with consequential effects on employment, if we had 
not acquired, with maximum effort and considerable extra cost and 
expense, available conversion steel. 

The CuarrmMan. What you're saying now, Mr. Hulgrave, I take 
it, is not only can small business not get steel, but also large busi- 
ness cannot get it? 

Mr. Hurerave. I have stated that. Ill have to tell you in the way 
my wife says it, when babies are born, they’re little troubles, and when 
they get bigger, they're big ones. They're my family, I’ve got 12,000; 
but I don’t want them to think you haven’t got any troubles. 

For the record, I want to make it clear that conversion steel is not 
so-called black-market steel. I think it is time that was cleared up. 

Senator Ferauson. Give a definition of conversion steel. 

Mr. Hutrerave. Right here. 

Due to the unbalanced facilities of certain steel mills, some pro- 
ducers have slab and ingot capacity in excess of their finishing capa- 
city, while other mills have an excess of finishing capacity. 

Under such conditions, some mills can produce more ingots and 
slabs than are required for finishing facilities. Others have sufficient 
finishing facilities to process ingots and slabs in excess of their capa- 
city to produce such items, but the added cost involved in acquiring, 
transporting, and working into and through the finishing steel pro- 
cessess, such ingots and slabs which are available in varying quanti- 
ties and in various locations, makes it impractical and unprofitable 
generally, for the steel producers with excess finishing capacity to 
handle such additional unfinished steel with their other business. 
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Accordingly, the steel buyer willing to assume this added cost pur- 
chases the available ingots and sk abs, delivers them to the finishing 
mills and has them processed. The acquisition of semifinished steel 
from one mill and the conversion of this steel into finished steel at 
another mill gives rise to the term conversion steel. 

Such utilization of available excess facilities for the production of 
semifinished: and finished steel, results in the production of finished 
steel that would otherwise never be produced. 

Governor WitxiAMs. Is that what’s happening in the Cadillac Tank 
Arsenal, that the cost is so high ? 

Mr. Huterave. They use no conversion steel at the Cadillac. They 
have always had DO orders and had a different type. You couldn’t 
convert. You have to know steel business to appreciate this, maybe, 
but that’s armor plate, mainly. I think we’re both thinking of that. 
And you can’t produce armor plate on a conversion basis, on a practi- 
cal conversion basis. 

Governor Wituiams. Do I understand that, unlike the tank arsenal, 
the Cadillac people buy the unfinished steel and then have,it finished 
someplace else’ Is that correct ? 

Mr. Huterave. I will straighten that out for you, Governor. Cadil- 
lac buys through the Stand: ird Steel Spring Co. I happened to put 
them in the armor plate business in the last war. They have the facili- 
ties and probably a dozen subcontractors under them. They buy the 
raw steel from the steel mills, and allow armor plate steel. They 
fabricate, what we call scarfing the edges, put them on an angle, 
drill all the holes for attachment parts. Then they ship that to Cadil- 
lac as finished parts. 

It will be a part number. So Cadillac does not buy the steel as a 
raw steel. It is prefabricated by the Standard Steel Spring Co., in 
Pennsylvania, and they have subcontractors under them. 

You see, Cadillac buys a part, as such. A finished part, and they 
put those parts into a rack and weld the parts together and make what 
they call the hull of the tank—like the body of an automobile. 

Senator Frercuson. That isn’t considered conversion steel 4 

Mr. Hurerave. No, in no sense of the word is that conversion steel. 
That’s built on an alloy plate mill. 

The CuamrMan. As I understand your testimony, all steel that is 
somewhat higher priced than standard mill steel is not necessarily 
gray-market or black-market steel ? 

Mr. Huterave. That is correct, to this extent, conversion. 

The CuatrMan. You are not saying, however, Mr. Hulgrave, that 
there is not some black marketing and gray marketing? 

Mr. Huverave. I would not say that, and I will be ols id to elaborate 
on that, on the questions and answers. 

Dealing with your specific requests, your first inquiry was as 
follows: 

Inventories of steel, including the shapes and sizes that are covered by CMP, 
by quarters, from January 1, 1950, through the second quarter, 1951. 

From our over-all consolidated records covering materials available 
for all the items we produce, we have prepared a table of inventory 
of unfabricated steel in total since January 1, 1950. It is as follows: 

January 1, 1950, we had an inventory of 377,834 net tons, which 
constituted an inventory of 34.4 calendar days. 
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Senator Fercuson. That’s for all of your plants? 

Mr. Huterave. Entire General Motors. 

April 1, 1950, that inventory has 463,359 net tons, for 31.1 calendar 
days. 

July 1, 1950, 396,103 tons, or 23.8 calendar days’ inventory. 

October 1, 1950, 369,693 net tons, constituting a supply of 25.3 cal- 
endar days. January 1, 1951, we had 380,021 tons, or a day’s supply 
of 26.9. April 1, 1951, we had 382,413 tons, constituting an inventory 
of 25.7 days’ supply. July 1, just passed, 1951, 364, 904 net tons, con- 
stituting a 30.6 days’ net inventory supply. 

Government regulations permit a 45-calendar-day inventory, if 
required for a practical minimum working inventory. Considering 
our varied and integrated operations, we have done well to accom- 
plish the GM production of the last 18 months on the basis of such 
few days’ supply of steel. 

Your second inquiry was as follows: 

Estimated inventories for the third quarter, 1951. Data on this question 
should include steel already on your company’s premises, that which is con- 
sidered in inventory in the hands of your suppliers which is held for your 
account and has been altered from its original form, and that which is held 
for your account by your suppliers, but which has not yet been altered from 
its original form. 

The best we can do with respect to this question is to give you the 
estimated aggregate of all our inventories for our entire operations, 
which we now estimate 330,000 net tons on October 1, 1951, or 31.5 
‘alendar days’ supply. 

The CHatrman. When you say 31.5 calendar days’ supply, you 
are counting on the number of cars made ¢ 

Mr. Huterave. Oh, yes. That’s a factor, Senator. 

The Crarrman. That’s the reason why, although you have a less 
inventory on July 1, it is slightly more in terms of days? 

Mr. Huterave. That is right. 

Senator Fereuson. Is that also true on April 1, 1950, you had almost 
a hundred thousand tons more, with 31.1 days, than July 1, 1951 of 
30.6 ? 

Mr. Hurerave. We were on a schedule. As you know the auto- 
mobile business was doing pretty good in 1950. We were on ascend- 
ing schedules. As a determent or an influence on that, we also got a 
slow start on a couple of our division cars. Cadillac had a new body 
style. I mean it didn’t hit as far as they thought it would. The in- 
ventory came in and it was absorbed when they got in their stride. 
It went down again to 369. 

The Cuarrman. Are you retooling or are you planning new models? 

Mr. Huterave. That’s all in the engineering department; it is going 
on, but nothing will happen on that. 

The CratrmMan. I was wondering whether the machine tool in- 
dustry or the die industry might be tied up to any extent ? 

Mr. Hererave. I think we'll answer that question for you before 
we get through. 

Estimated inventory. In arriving at this figure, it must be known 
that we have simply made a projection of the estimated rate available 
against the estimated rate of material usage. Of course, we have no 
assurance that the materal will be received at the anticipated rate, 
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nor any assurance that our operations will not be curtailed for various 
reasons beyond our control. 
This figure should be considered as purely a speculative estimate 


rather than an exact forecast. We will try to forecast where we’re 
going to be. 


Your third inquiry was as follows: 


Employment by quarters since January 1, 1950, 


through the second quarter 
of 1951. 


The following is the average General Motors employment in the 
United States by quarters for the period requested. 
First quarter of 1950, 393,172 


Second quarter of 1950, 117,994. 

Third quarter of 1950, 425,932. 

Fourth quarter of 1950, 485,822. 

First quarter of 1951, 440,419. 

Second quarter of 1951, 421,106. 

Your fourth question was as follows: 
Estimated employment for third quarter of 1951. 


At the conclusion of my statement, Mr. Earl Brambiett, who has 
accompanied me here will make a statement with respect to existing 
and future employment in General Motors 

Your fifth question was as follows: 

Production of passenger cars, trucks, and agricultural equipment by quarters 
from January 1, 1950, through the second quarter, 1951. 

General Motors does not manufacture products classified as agri- 
cultural equipment. Our production of passenger cars and rece, 
by quarters, since January 1950 is as follows: 

First quarter of 1950, passenger cars, 690,294. 

Trucks and coaches, 144,688. 

Second quarter of 1950, passenger cars, 806,598 

The Cuamman. I don’t think it is necessary, unless you want to 
read all those figures. I think we can look over the tables, which for 
the sake of the record, if the— - 

Mr. Huwerave. I think we're pretty close to the end. 

Senator Frreuson. Still pretty high 

Mr. Hunerave. That is right. 

Your sixth question was as follows: 


in the first quarter of 1951. 


Estimated production of passenger cars, trucks, 


and agricultural equipment 
for third quarter, 1951. 


That’s the one ahead of us. 


The estimated production of passenger cars for the third quarter 
of 1951, is 513,032, and the estimated production of trucks and coaches 
is 127.576, for the same period. 

That’s according to regulations. Your seventh question was as 
follows: 

The percentage of your productive 
direct military contract; 
civilian production. 


facilities currently being utilized on 
(b) so-called defense-supporting programs; 


(a) 


and (@¢) 


While it is difficult to obtain an accurate measurement of utilization 
of production facilities and to segregate such utilization in the manner 
requested, we have made an estimate based on employment and floor 
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space. For the purpose of the estimate, we have considered defense 
as being direct or indirect business with the United States Govern- 
ment, defense-supporting as including trucks, Diesel locomotives, 
Diesel engines, parts for the machine tool trade, and civilian, includ- 
ing passenger cars, service parts, accessories, household appliances 
and so forth. 

On this basis it is estimated that approximately 10 percent of Gen- 
eral Motors’ United States productive facilities are being used cur- 
rently in connection with defense business, 15 percent in connection 
with defense supporting business, and 75 percent in connection with 
civilian business. 

Based on present commitments in connection with the defense pro- 
gram, the percentage of utilization for both defense and defense- 
supporting programs will increase before the end of the. year. 

Your eighth question was as follows: 

The number, type, and dollar, estimated dollar cost of new facilities now 
under construction or facilities to be constructed, for the purpose of processing 
direct military or defense-supporting-program orders by your company and by 
the Government for use by your company. 

Including building additions, new buildings adjacent to the exist- 
ing facilities, and new buildings at new locations, General Motors 
Corp. has under construction or to be constructed in the United States, 
41 projects at an estimated cost of approximately $245,000,000. All 
of these are to be used for the purpose of processing the defense or 
defense-supporting orders. Expenditures in connection with these 
buildings have been made by General Motors Corp. to the extent of 
approximately 11 percent. 

There are no buildings under construction or to be constructed by 
the Government for use by our company. 

Your ninth question reads as follows: 

The percentage of current orders for machine tools to be used for (a) 
civilian production, (0) military contracts, and (c) defense-supporting programs. 

Including machine tools to be paid for by General Motors for later 
direct reimbursement by the Government, it is estimated that approxi- 
mately 75 percent of the machine-tool orders are related to defense or 
defense supporting programs. Orders for machine tools relating 
to our other business are approximately about 25 percent of the out- 
standing orders. Practically all of them were placed with machine- 
tool companies prior to the beginning of the emergency period and 
generally they cover types of equipment which are not used in con- 
nection with the defense program. Also it is practically impossible 
to obtain machine tools of the type used in connection with defense 
business without priority assistance, and, since the orders relating 
to our other business do not carry priorities, they should not inter- 
fere with the defense program in any way. 

Senator Frercuson. You say practically all were placed with ma- 
chine-tool companies prior to the emergency period. Do you mean 
December or last June, the Korea date? 

Mr. Huterave. Before the Korea date, that is right. 

Your tenth question reads as follows: 


What percentage of your company’s second quarter and estimated third 
quarter supply of steel has been or will be secured on priority-rated orders? 
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In the second quarter of 1950, the corporation purchases of steel 
on priority-rated orders was 3.4 percent of its total purchases of steel. 
It is estimated that in the third quarter of 1951 this percentage may 
increase to 14.1 percent by reason of the effect of the application of 
the Controlled Materials Plan in that period. 

Assuming that the application of the Controlled Materials Plan is 
extended to additional items including passenger cars in the fourth 
quarter, practically all our steel, as well as the steel of other manu- 
facturers, will be controlled by Government allocation. 

Mr. Bramblett will now read his statement. 

The CHatrMan. You will be available for other questions ? 

Mr. Huterave. I will be right here. 


STATEMENT OF EARL R. BRAMBLETT, LABOR RELATIONS STAFF 
OF GENERAL MOTORS CORP. 


Mr. Brampbcerr. Mr. Chairman, gentlemen, my name is Earl Bram 
blett. I am a member of the labor relations staff of General Motors. 

I wish to discuss questions Nos. 3 and 4, relating to employment in 
General Motors. 

As everyone knows, the demands of our Government in the present 
national-defense emergency, have resulted in the restriction of crit- 
ical materials available for the production of civilian goods. It was 
hoped that the defense-material program would progress fast enough 
to take up the slack so as to minimize unemployment or dislocation 
of manpower resources in the transition period from reduced peace- 
time products to defense products. 

The reality of the situation in General Motors indicates that the 
actual reduction in the production of cars, trucks, and other civilian 
products, made necessary by these limitations placed upon material 
and production by the Government. is greater than the increase in 
defense work at this time. We hoped that such a situation would not 
develop and become a problem for the employees in Ge ime Motors. 

We recognized the inherent difficulties of the problem last year, 
in the early stages of the national-defense planning. Public demand 
for our products in 1950 was good. Under ordinary circumstances 
we would have added more employees to our payroll of nearly one 
half million General Motors employees. However, in view of the time 
lag inherent to the transition to defense production, we elected to work 
a great deal of overtime to meet our schedules, rather than expand 
our working force. 

For example, during 1950, hourly employees worked an average of 
4114, hours per week and were paid approximately $70,000,000 in over- 
time premiums. By comparison, hourly rated employees worked an 
average of 3914 hours during 1949. 

When the National Government cut automobile production 10 per- 
cent in the first quarter of 1951, and 20 percent in the second quarter 
of 1951, relatively few employees were laid off, because we were able 
to take up the slack through the elimination of most overtime on 
civilian work and by not replaci ing many employees who had entered 
the Armed Forces or left our employment. 

Our turn-over among hourly rated employees averages approxi- 
mately 3 percent per month. In addition, 16,428 employees are on 
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military leave of absence, and 2,042 hourly rated employees have re- 
tired under the provision of our pension plan since October 1, 1950. 

The National Government again substantially reduced the produc- 
tion of automobiles and trucks for the third quarter of 1951 by further 
limitation of materials and the establishment of maximum production 
quotas. This further cut seemed to require either a substantial reduc- 
tion in the number of employees or the number of hours worked per 
week per employee, or both. 

In view of the long hours our employees had been working in gen- 
eral during the past several years, it was our belief that the employ- 
ees would welcome an opportunity to take some time off during the 
summer months of this year, when they could be with their families. 

Further, our collective-bargaining agreements generally provide 
for a vacation-pay allowance of 40, 60, 80, and 120 hours pay. That 
is for eligible employees with 1, 3, 5, and 15 years of seniority, re- 
spec tively. 

We further believe that if a relatively short lay-off due to produc- 
tion restrictions would permit the scheduling of approximately 40 
hours per week during the third quarter, it would be desirable to 
follow that course rather than make permanent lay-offs of employees 
before the defense program could absorb such employees. 

Senator Frrevson. Any idea how long it will be until they can 
absorb them 4 

Mr. Bramsuerr. No; I want to come to that. 

Senator Frerauson. Do you cover that ? 

Mr. Brampverr. On the basis of the latest information available 
from the Government and other sources, with respect to the material 
that will be available to General Motors during the third quarter, we 
hoped we could maintain our present organization, if employees were 
given from 5 to 8 working days off during this quarter. “This, of 
course, will vary by plant. 

The Cuairman. Your system, as I understand it, is to have your 
employees work 52 weeks a year, but pay them a vacation bonus? 

Mr. Brampcerr. That is right, vacation pay in lieu of vacation. 

The Ciaran. So that what you are doing this year, as I under- 
stand it, is to just give them the vacation with. pay and that will take 
the bonus away. But they would get a vacation with pay; is that 
right ? 

Mr. Bramesuerr. It doesn’t take the bonus away. The man still gets 
exactly what he’s entitled to under the agreement. And the period 
of time off may or may not coincide with the amount of money. He 
may get 3 weeks pay and be off 5 days or less. 

The Cramman, T see. 

Senator Frereuson. Five to eight days is extra vacation but he 
doesn’t get paid for it, is that right? 

Mr. Brampxerr. I don’t know what you mean by “extra vacation.” 

Senator Frrauson. I mean he gets that much more time off and 
you give him his allotted number of hours. 

Mr. Brampterr. He would get his vacation pay, even though he 
worked every day in the year. 

Senator Frravson. And then get paid extr: 

Mr. Bramexerr.’He does not have to take sd off to get his vaca- 
tion pay. 
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Senator FrrGuson. Supposing that he doesn’t take any time off, he 
gets paid for the day he works and vacation pay over and above ¢ 

Mr. Bramsietrr. Vacation allowance for that year 

Senator Frrcuson, This 5 to 8 working days off, he doesn’t get paid 
for that ? 

Mr. Brambuierr. No. He’s eligible, as I said, for vacation-pay al- 
lowance, based on his seniority, and it is either 40 hours, 60 hours, 
80 hours or 120 hours, depending on how much seniority he has, 
if he is eligible under the eligibility rules. He would get that vaca- 
tion pay, Senator, even though he had no time off. He might person- 
ally request time off, or he might elect time off. What we are doing, 
in lieu of having a mass lay-off is to schedule a shut-down from 5 to 
8 days, and they take that time off and it will be about the same time 
we deliver the vacation pay. 

The CHarrMAn. So, if the man who would have 2 weeks’ vaca- 
tion pay coming to him works 50 weeks of the year, he will get paid 
for 52 weeks? 

Mr. Brame LeTrT. That’s the net effect. 

The ( ‘HAIRMAN. Which is the same system that most companies 
have. It differs from your usual system in that he ordinarily works 
52 weeks and gets paid 54. 

Mr. Brampsietrr. The difference in this situation is that he doesn’t 
have to take the time off, if we have schedules of work. 

In some plants, the production has been cut more than in others. 
Some are already currently supplying war material and will work 
right through. Some are even on overtime basis. Accordingly, Gen- 
eral Motors decided to schedule a temporary shut-down to avoid mass 
lay-offs. We made a public announcement on June 6, so employees 
involved could make their personal plans for the period of the shut- 
down, which generally would take place in the latter part of July and 
August, early August. 

The CuarrMan. 1 might add, I wouldn’t mind if the United States 
Senate would do that. 

Senator Ferauson. How long a period would that be ‘ 

Mr. Brameerr. Five to eight days, depending on the circumstances. 

In addition, minor downward adjustments in the working force, 
affecting a relatively few short-time employees, may have to be made 
at. the end of July in some of the plants. 

It is difficult to forecast at this time what the exact. situation will 
be with respect to the availability of critical materials in the last 
quarter of 1951, since the Government has not yet made known what 
the allocation of critical materials will be for that period. 

However, we are making our plans for the fourth quarter on the 
basis that there will be no further cuts in the allowable car and truck 
production in the fourth quarter and compared to the third quarter 
and with some increase in defense production, no important additional 
reductions in the work force are expected. 

Senator Frrcuson. Wasn’t there a press item that came out of 
Washington, saying there would be no further cut in steel this year / 

Mr. Hutcrave. If we can rely on it. 

Senator Frrauson. Have you inquired as to how genuine that was? 

Mr. Hurerave. Mr. Fleischmann, I think, made the statement. 

The CHatrman. Announcement by Mr. Fleischmann. 
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Mr. Huterave. It is authentic. We are planning 

Senator Fercuson. You rely on it? 

Mr. Bramaterr. In view of the apprehension of the employees with 
respect to the uncertainties and the impact the material restrictions 
might have upon their employment, General Motors, earlier this 
week, announced its over-all objective in the matter of employment and 
hours of work during this period. We believe these objectives are 
sound, and are completely consistent with and within the framework 
of our existing labor agreements. : 

In general, these are our objectives: One, to speed the tooling and 
production of present defense contracts as fast as possible. 

Second, to continue our efforts to obtain additional defense work. 

Three, to obtain as much material as we probably can for civilian 

yroduetion up to the limits allowed by Government without inter- 
heriaue in any way with the defense program. 

Four, to endeavor to maintain a schedule of approximately 40 hours 
per week for our working force. Of course, exceptions will have to 
be made for holidays, time off requested by employees, model changes, 
inventory, unexpected material shortages and other causes beyond 
our control. 

Five, to maintain the work force in any plant by scheduling some- 
what less than 40 hours per week, where the prospects are good for 
obtaining additional material for civilian production or defense work, 
within a reasonable period of time. This involves giving considera- 
tion to the local employment situation in such plant cities. 

Six, where the long-range outlook in any plant makes it definite 
that there is to be reduced production for an extended period of time, 
the work force will be reduced in order to schedule workweeks of 
approximately 40 hours, as I stated in point No. 4. 

These objectives are predicated upon the present situation and cover 
this period. 

Any important change in the present situation may require modifi- 
cation of these objectives. 

The Cuarrman. Mr. Bramblett, or Mr. Hulgrave, how much does 
General Motors now have in war contracts, for this—— 

Mr. Brampierr. Do you want to come up here? 

The Cuarmman. How much does General Motors now have in war 
contracts ? 

Mr. Hunerave. I made a lead-pencil note here, Vl pick that up. 
I think it was $314 billion in an over-all figure. Now, that isn’t 
covered by contracts. You know how we’ve been going into these war 
things before. 

The Cuarmman. How many subcontractors are you dealing with 
now, in connection with those ? 

Mr. Hurerave. I checked our tank plant, for instance, on the phone 
ina hurry. And they had something like 2,200 suppliers, that’s all 
defense. 

Mr. Frereuson. Where is that tank plant? 

Mr. Hurérave. That’s in Cleveland. 

The Cuarrman. How many subcontractors do you expect to have ? 
Can you give us an estimate on that ? 

Mr. Hoterave. Predicated on our experience in World War II, I'd 
say we would have, oh, seven or eight thousand more vendors than 
we ve got now, 
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The Cuatrrman. How many do you have now ? 

Mr. Huterave. Twelve thousand, I mean in our regular vendor list. 
We rose to 19,000 during the war and we’ve got about 12,000 now in our 
civilian operations. 

The Cuarrman. Now, with the exception of this steel cut-back, do 
you anticipate any difficulty? For example, how about copper? 

Mr. Huterave. Well, of course, steel is the thing that has been 
continually with us. I mean steel is the umbrella over a lot of other 
things. In other words, steel comes first as we’ve been shortest of 
steel. If we couldn’t get the steel, we would be stopped and that is 
all we could produce. 

If the steel situation were corrected and realistic enough to say that 
under the stone we dig up a bug of copper or one of the nonferrous, 
like zine. This copper situation is very, very bad. I was in New 
York a week ago. Of course, the Garfield Refinery—a Utah smelter— 
is out, has been out now Id say about 10 days. I would guess that 
they've lost maybe 12,000 tons in 12 days. The Chilean situation is 
not good. We have a State Department convention with the Chilean 
Government, because they became, naturally, envious about the prices 
of copper. They can get in excess of 50 cents a pound in the world 
market, and the best we can give them is 2414 cents on our price 
ceiling. But, this conceded a 3-percent increase to the Chilean Gov- 
ernment. 

Senator Frereauson. Didn't it include Russia’s buying in the world 
market ¢ 

Mr. Huuerave. Cm not sure of that. But, I think some little of it 
got through there. 

The Cuamman. Well now, roughly, how many of these 19,000 sup- 
pliers are located in the general Detroit area ¢ 

Mr. Hvuieérave. See, our plants are all over the country. 

Senator Ferguson. How much of your civilian business is in Michi- 
gan ¢ 

Mr. Huuerave. That’s something I didn’t come prepared to answer. 

Mr. Bramsierr. Forty-one percent of the employment. 

The CuHamrman. The point ['m trying to make, and I think also 
Senator Ferguson is trying to make, is that when a release is made 
in Washington of a contract to General Motors and because General 
Motors production headquarters are in Detroit, the assumption is that 
business is coming into the Detroit area. As a matter of fact, to a 
large extent, it doesn't come into the Detroit area 

Mr. Huterave. It doesn't. 

The CHarrMan. We'd like to get the facts on that. 

Mr. Huwarave. In the brief there that you have, it mentions our 
aims and objects, anyway, of keeping all our plants occupied with war 
work, and we will do that. 

Senator Frrauson. Forty-one percent of your civilian production 
is in the Michigan area ‘ 

Mr. Hutsrave. Yes. 

Senator Fereuson. Do you think that 41 percent of your war orders 
will come to the Michigan area, or will you keep your civilian going 
with your automobiles here and your other plants on war work? 

Mr. Huterave. If they allow us to keep the automobile going. 

Senator Ferauson. Your Kansas City—— 
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Mr: Huxerave. We converted to airplanes. 

Senator Frreuson. That means your automobile production comes 
here? 

Mr. Hvuverave. No, as our production goes down, that will be 
deviated to our California plant, until that one will be taken over by 
the Government. Those are assembly plants, of which the work 
material—a lot of it is me from this area and our stamping 
plants of Michigan. If Kansas City goes out, the company—it could 
go to any one of our other assembly plants or come back to the Michi- 
gan area. 

The CuatrmMan. Why have new plants been located, for the most 
part, outside of Michigan instead of in Michigan ¢ 

Senator Ferguson. You are building 400—200—— 

Mr. Huewcrave. Forty-five. 

Senator Fercuson. $45,000,000 worth of new plants? How many 
of those are in Michigan ¢ 

Mr. Huterave. Well, there is Flint, Grand Rapids, I believe Pontiac 
and the Olds are using their own plant for their war work. 

Senator Frreuson. Do you know about how much of that would be 
in Michigan ? 

Mr. Hurerave. It would be a wild guess, Senator. I will obtain it 
for you. 

Senator Frereuson. Do you think 40 percent of it is in Michigan? 

Mr. Hutérave. I would guess 30 to 40 percent. 

Senator Fercuson. Put it in the record. 

Mr. Hvuverave. That's a little out of my area. 

— CHamMan. Well, you say that the chief bottleneck is in steel. 
Has General Motors considered taking action to increase its own sup- 
ply of steel ? 

Mr. Huucrave. We have several arrangements with steel mills. We 
are quite optimistic on the future of America. I think you well know 
that some of the steel people with their experiences of the thirties 
have been a little bit hesitant about some of this expense. 

The Cuatrman,. I think that’s a mild statement. Mr. Wilson, by 
the way, the president of General Motors, made a statement that was 
quite interesting on that subject some time ago. Would you like to 
give us the gist of that statement here ¢ 

Mr. Hurerave. 1 wonder if I have it. TI have something he said in 
one of his talks, and I think maybe that’s what you’re interested in. 

The CuarrMan. Id like to have it in the record. 

Mr. Hurerave. | hope this is it. The actual figures in General 
Motors before the war were about 12 tons to keep a man employed 
during a year. During the war that was 5% tons per year and now we 
have got it back up in General Motors with our postwar program 
and our improved machinery and organization where it takes 16 tons 
of steel to keep a man employed each year. I had the very simple 
idea we were going to have full employment in the United States 
where 60 million people were employed. We'd have to use a lot of 
steel and that’s exactly the way it turned out. We were short of steel 
in 1947 and 1948 and most of 1949. Then in the latter part of 1948 
we started this conversion business where we would not buy steel from 
second-hand places at high prices, but if we could spend some extra 
money at General Motors that would actually result in more steel being 
produced than would otherwise have been produced, then we decided 
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to spéhd the extra money forthat. As I said, that amounted to 70,000 
to 80,000 tons, and last year 750,000 tons. I was a little high. I 
think it was between six and seven hundred thousand. 

Senator Fercuson. Do you manufacture any steel at all at General 
Motors ? 

Mr. HurGrave. None whatever. 

Senator Fercuson. None of your subsidiaries ? 

Mr. Hurerave. None whatever. 

Senator Ferauson. Do you know what the increase in production 
of steel has been since that statement was made? 

Mr. Huverave. This was in May and we were hitting a pretty good 
pace in May on that. It’s gone up to about a million four hundred 
thousand, and ultimately— 

Senator Fercuson. Was that before the large plant was announced 
on the Delaware River ¢ 

Mr. Huxerave. Yes; because that plant is not in operation. 

Senator Frereuson. Is that considered under this statement? They 
have increased production, what is it, from ninety 

Mr. Huxerave. Ninety-six to one hundred and four—up to 119 
middle of next year. 

Senator Ferauson. Do you think that will be in line with what Mr. 
Wilson was saying ¢ 

Mr. Heierave. We use a lot of steel and I’ve discussed that. We 
aren’t afraid of the 119, but we’d rather take another year’s look and 
see down the road a little further. There are possibilities of our coun- 
try increasing in population tremendously. Steel is the basis of 
everything. Steel will flow with the population. 

Senator Frrevson. You'd rather see a little overproduction than 
underproduction ¢ 

Mr. Huterave. Correct. Unfortunately, the mills work 24 hours 
a day and can’t put out any more. We might put another shift on 
with us and when the steel mill is running to capacity, that’s it. He 
hasn’t any other flexibility in there to produce any more. I'd rather 
say on 119, let’s let it ride today and we will be taking a look at it in 
July 1952. 

Senator Frrauson. Is our trend in emergency toward the use of steel 
or are we finding aluminum and other alloys taking its place? 

Mr. Huterave. That is progressing in that order, but steel—you can- 
not substitute too much for steel. You can substitute for any of the 
other commodities, but when you get down to steel there isn’t any- 
thing you can substitute for it. 

Senator Fercuson. You see the future of America as increasing the 
use of steel in its daily life ? 

Mr. Hurerave. I do; yes, sir. 

Senator Frrcuson. And you want to see it go along gradually and 
look at it, as you say ? 

Mr. Huterave. Orderly. 

The Cuarrman. A number of times, Mr. Hulgrave, the President 
of the United States has urged the steel industry to expand, and to 
some extent it has been expanded. At one time he went so far as to 
propose that the Government might take onto itself the business of 
expanding the industry. He said that would be done only in case the 
industry failed to do it. I’m wondering if it would be much better 
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if the Government did not do it, providing the steel is available. I’m 
wondering, in view of the continuing shortage of steel supply, whether 
your company has ever considered going into the steel production? 

Mr. Huterave. Well, “shoemaker, stick to your last.” 

Senator Fereuson. You then recognize that monopoly isn’t a good 
thing—going into all fields and trying to do everything isn’t a good 
thing for an industry ? 

Mr. Huxerave. I'm speaking practically. Don’t get me into the 
economics because I’m just a newsboy; I don’t know anything about 
that. It isn’t a practical thing for General Motors to go into the 
steel business. There are plenty of steel people who know how to 
expand their own business. 

Senator Ferevson. How much is Ford in the steel business / 

Mr. Hunerave. You can ask that question Monday morning. They 
are in the steel business. 

Senator Frrevson. Is Chrysler in the steel business ¢ 

Mr. Huterave. Not at all. 

Senator Frrcuson. So Chrysler and General Motors aren’t in the 
steel business ¢ 

Mr. Huicrave. No. 

The CHarrMaNn. Have you ever paid over the price for steel / 

Mr. Huerave. Our conversion steels have a premium but that is 
based on our buying ability. We analyze, of course, and pay what 
we consider a reasonable factor to get that extra steel. We pay for 
warehouse steel ; yes. 

The Cuarrman. Either for warehouse steel where they are entitled to 
a reasonable profit or where extra work is done by taking the steel 
from one pocket to another; then you have to pay a premium price? 

Mr. Huverave. That is right. I might state our policy on that, 
which we adhere to very thoroughly. It’s my responsibility that we 
definitely have a policy of not doing business on steel with any but 
established steel people—warehouses and mills. We have gotten our 
thoughts across so strongly on that, apparently, that we don’t get 
offerings any more from this daisy chain. I had plenty of them 2 
or} years ago. 

The CuHarrMAN. You are anticipating me because I was going to ask 
you about the daisy chain. Can you tell us what you know about it ¢ 

Mr. Hureérave. There are a lot of wild things because—and every- 
thing I say you have to take as hearsay—you definitely have to get 
facts. 

The CHairMAN. That remains to be seen. We are going to try to. 

Mr. Huterave. I’m with you: I hope youcan. We didn’t have that 
committee a few years ago or I could have thrown a few at you to 
explore. 

The Cuatrman. Anything you get down, throw to us. 

Mr. Huerave. I did explore calls from people in Birmingham, Ala. 

Senator Frrcuson. Are these recent / 

Mr. Hurerave. No. I say I haven’t heard of anything in my office. 
My boys don’t even take them np with me any more if thev get them. 
and I’m sure they are not getting them—cases where, I'd say in my 
book, 90 percent’ of these offerings, steel is not there in the first place. 
They will try to get you to say you will take it and make a deal out of 
it. Then they will go out as a find, so to speak, and try to find the 
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steel, with the result that you end up without the steel anyway. Ive 
known of vendors of ours who have signed a contract only in the 
prineiple in finding out whether there was anything real about it, give 
them an order. After 3 months of nondelivery they finally cancel 
the order. They knew that’s what they were going to do, but they 
tried to run one down. Ninety percent of them are in that category. 
Now, there are some black market cases, I’m sure, but not to my 
knowledge. 

Senator Fercuson. Would other manufacturers consider that you 
are hoarding steel when you have 30 days’ supply ¢ 

Mr. Huterave. Well, not at all. There are others with as high as 
15, of course. 

Senator Frrevson. I mean what is the intended ceiling of the 
market? I understand you are given more than that under the regu- 
lation, but what about whether manufacturers think that 30 days’ 
supply is a hoarding of steel? You hear it said in Washington that 
the automobile business is hoarding steel. 

Mr. Huuerave. Of course, ve been accused of having all the steel 
and I wish I could accept the compliment, but in this statement that’s 
been thrown at me by Mr. Wilson and Curtis, I haven’t done exactly a 
perfect job of getting steel for General Motors Corp. because our 
position in 1941 was a certain percent of 1947, and now we're getting 
tl percent of our industry’s business. If I'd gotten the steel, maybe 
we'd have gotten closer to our historical percentage. Somebody else 
went higher than they were in 1941. I mean, if they went higher, they 
were getting proportionately more steel than they got in 1941, you 
see. 

Senator Ferevson. This 30 days, does that mean that if you didn’t 
get any steel for 30 days, you would have to stop manufacturing, or 
would you have to stop in a few days because you had to have a 
certain kind ¢ 

Mr. Hunorave. You hit the head. That is not balanced steel, that 
30 days, and we are right now struggling with the first of next month 
on bars, for instance. If that steel were balanced, we could run 30 
days and be out of business, but we can go out of business in 5 days 
unless we get a certain type of steel in there to fill in the balance. 

The CuarrMan. In other words, you may have a 5-day supply of 
one kind of steel and a 50 days’ supply 

Mr. Huterave. We wouldn't have 50 days. We have an average—— 

The CuarrMan. Isn’t the limitation 60? 

Mr. Hurerave. Forty-five days. 

Governor Wiit1ams. Mr. Hulgrave, what do you in normal times 
consider the inventory you'd like to have? How many days? 

Mr. Huterave. I would say on that same basis, 35 days. Could I 
put it in another way, Governor? I would like to have about 50,000 
tons or more steel through here, and then I would know I'd be in a 
lot better balance if I had that extra 50,000 and I wouldn’t have anv 
telephone with 109 plants; somebody is out of something most all of 
the time. Well, I'll shift a little from this plant in a hurry; be going 
down tomorrow and keep him going. Then he will pay it back next 
week when his comes in, you see, but we've been on the tail gate ot 
trucks continually, practically. | 
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The Cuamman. Whom do you know that could tell us individual 
compames that are dealing with the gray market / 

Mr. Huuerave. Who are dealing with the gray market? 

The Crarrman. Yes. Don’t you have an indirect contact with 
the gray market ¢ 

Mr. Huverave. Oh, yes; on these inquiry solicitations that come in 
to us, and I say they have dropped off. 

The Cuamman. You have a lot of suppliers complaining to you 
about not being able to get steel ¢ 

Mr. Hunerave. They” ve hollered to us once in a while—I admire 
Mr. Gardner—that for 40 years I was buying a Cadillac and I was the 
smallest in the automobile business, so I was a proportionately small 
man in the automobile business. In all my acquaintance with all 
those people, 75 percent of them were 500 employees or under, so I’m 
familiar with what you call small business although I’m afraid to 
offend some of these boys with 500 employees because they have got a 
pretty good-sized business with 500. 

Now, once in a while they will call me up and ask me if I can get 
them any advice or direction or anything to help them, and I do if I 

‘an, and on occasion we have given these vendors steel of ours and 
they paid it back to us, or if we can get along without it 

The Cuairman. You mean to tell me that none of the vendors have 
indicated to you that they are having to pay gray-market prices ¢ 

Mr. Huterave. I wouldn’t say that. I have heard that. 

The CuamMan, See, we are tracing down a number of leads now 
that take us into that situation, and we would appreciate it, if you 
would give it to us. 

Mr. Hurerave. They have gotten out of the warehouse business. 
The warehouse sometimes buys scrap sheets that they wrap the steel 
in, and they reroll them and cut them up into pieces, and they charge 
a little more for those, but he’s entitled to it, a fabricator of that. I 
wouldn't sit here for a minute and tell you that the vendors haven’t 
paid high prices for steel. Indirectly, 1 know it from buyers and 
people who call in and say they've bought from so-and-so and he’s 
got his finger on some steel and will get me out of this particular 
hole that he was cailing on me to get him out of. 

Senator Fercuson. During normal times did you buy from ware- 
houses ¢ 

Mr. Huterave. Definitely. We'll always buy from warehouses. 

Senator Frreuson. You are doing just about the same now? 

Mr. Huuerave. Yes; I would say so, and if they've got anything 
other than we need, we will pick that up. I'd say about half to 1 per- 
cent of our steel comes from warehouses and we will always buy. 

Senator Ferguson. And it hasn’t changed much? 

Mr. Houterave. Well, in this kind of times, if they find some steel 
and they call our boys and tell them they’ve got it, we will buy it. I'd 
say they are higher now than they were in absolutely normal times. 
There is a place for warehouses and warehouses are of many differ- 
ent types. They specialize in bars, sheets, structurals. They don’t 
all go through the category of tools, tool steels. Some have stainless 
steel. General Motors has to go to the warehouse on small-quantity 
business. 

Senator Ferguson, What is the limit? Do you know? 
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Mr. Hurerave. It varies with the different types of steels. 

Senator Frercuson. About what is it? 

Mr. Huxeérave. Well, 10,000 pounds; might be 20,000. I haven’t 
looked at that sheet in a couple of years now. Ten thousand pounds. 
Of course, tool steels are always bought in a jobbing house or ware- 
house. Generally by bars, two bars, three bars at a time for tools. 

Senator Frrauson. I wondered if you knew of any hoarding of steel 
by and—whether it has come to the attention of other companies 
that might be hoarding steel ¢ 

Mr. Hutérave. | have to give you an honest answer. I do not know 
of any. You want facts; you don’t want hearsay. 

Senator Frerauson. Yes, sir. 

Mr. Hurerave. I do not know. 

The Cuairman. Mr. Hulgrave, the time between the closing of the 
defense contract or the letter of intent: that is quite great ? 

Mr. Huxerave. That is out of my field. I can go back on the expe- 
riences of mine in the last war. I can state to you that it is quite great. 

The Cuarrman. I would like to have General Motors’ opinion as to 
whether you are satisfied with the speed with which the machine-tool 
industry is providing the tooling necessary for this mobilization 
effort ¢ 

Mr. Hurerave. Whether the machine-tool industry is providing? 
I can give that through to Mr. O’Connor. 

The Cuamman. I would like your opinion now. 

Mr. Hurerave. Machine tools are hard to get. 

The Cuarrman. I know. You see, there was a time when it was 
said, for example, during the last war, that only 15 percent of the 
machinery in the automobile plants was adaptable to war conversion. 
Later, we all discovered that it was a much higher figure, much 
closer to 90 percent, that has been accepted, I believe. It is even 
longer than it would be if more steel were put behind getting tools 
out quickly. 1 think an assumption could be made that the best pos- 
sible job is being done and, as a matter of fact, if proper measures 
were taken, the lead time could be cut down very sharply. Will you 
give us your opinion of that ? 

Mr. Hvrerave. All I can say is that when we order machine tools 
on a machine project, we set up a progress chart of the production 
of that machine, and expediters of our plant are in the plant of the 
machine-tool builders and come back with their reports, and that is 
charted on a progress chart. So we are on their back, so to speak, all 
the time, and naturally anything they give us isn’t good enough. They 
give you one of these long ones, youre always trying to push it back 
more toward your own objective date of getting into production. 

The Cuamman. You have a man in each machine-tool plant, do 
you ¢ 

Mr. Huterave. No; but our different plants have expediters, follow- 
up men, who go to a machine-tool plant and chase, so-call chase the 
machine tools with the executive of the machine-tool company, antici- 
pate delivery. 

Senator Frreuson. What is the average lag in ordinary tools? 
You said here what you have ordered are prior to the Korean War, 
and that would indicate about 13 months. 

Mr. Huterave. Those are our own types of tools. 
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Senator Fereuson. Yes; that’s what I mean, you are 13 months 
behind ? 

Mr. Huterave. Yes. They would set those aside if they had de- 
fense work and we couldn’t do anything about it. 

The CHatrMan. Are you implying there that there is a lack of 
defense work in the machine-tool plants ? 

Mr. Huterave. No; not at all to my knowledge. That’s out of my 
field. From my knowledge Ill say they are pretty busy boys. On 
certain machine-tool plants it might be of a type that defense work 
doesn’t call for. There could be some plants like that in the coun- 
try, that is the type of machine that was not usable in defense, and he 
will probably plan on making his own normal type of civilian machine 
tools, probably is doing that. 

Senator Fercuson. There’s been a complaint about the automobile 
business not taking its automobile plants and converting them to de- 
fense work. Can you tell us about how long it would take to re- 
convert the Buick, let’s say, to defense work ? 

Mr. Hvuterave. I'd be killed if I made that statement here. 

Senator Fereuson. Can you give us an idea? 

The Carman. Wouldn't it be roughly as long as 

Mr. Huterave. I will say this, that when I was at Cadillac back in 
the other war, I think we got the contract about August, and we built 
the first developed tank in May. 

Senator Frereuson. In May? 

The CHatrman. How long is it taking you this time in the new 
plant ? 

Mr. Hutoerave. I think it is somewhat less than that. I mean 
they’ve got that thing, they had their first tank out about November 
to April, I think. 

Senator Frrevson. Then you can really do it in the new plant as 
quickly as in the old plant? 

Mr. Huterave. I think more so if your tools were available that you 
had to have from the Government pool. 

Senator Frrevson. That’s what I mean, if the machine tools were 
available. While you’re building the new plant you can also be build- 
ing your tools, dies and jigs, and fixtures ? 

Mr. Huterave. Sure. 

The Cuatrman. Mr. Hulgrave, the obvious policy of the Govern- 
ment, as well as of industry, has been to set up a parallelism in this 
matter of increasing our capacity to produce weapons. Instead of 
converting plants, the policy is to build new plants generally, because 
it was General Marshall’s conception that if we are going through a 
long period of crisis that we cannot keep our civilian economy shut 
down and make the Buick plant and the Cadillac plant and the Pontiac 
plant all tank plants or gun plants. Now, as I understand it, a very 
basic conception of this thing of Marshall’s program is to produce a 
substantial number of weapons in the next 2 years, and then to keep 
in stand-by condition these parallel plants in case of a sudden emer- 
gency where military production could be increased very sharply. Is 
that your conception of it? 

Mr. Hurerave. Yes. 

The CHarrMan. Some of us have been troubled—on this committee 
and I believe Senator Ferguson, our distinguished guest today 
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this aspect: It is perfectly true that there is a reason for disturbing 
our mifitary productivity ; but if you are going to have a parallel plant 
which is supposed to go into action quickly, as you shut down your 
Buick and you start your Buick tank plant, for example, it seems to 
me not only incongruous to have the tank plant located in another city 
far away from your labor force where you wouldn’t have housing, you 
wouldn’t have the capacity to make the very quick shift on which the 
whole program is supposed to be based, and that affects Detroit, be- 
cause under this policy there seems to be a draining away of industry 
from Detroit and lower Michigan cities, and plants are being located 
all around the country, not only by decision of management but also 
by policy and decision of the Government. Id like to ask you if you 
think you could swing a so-called parallel plant into action quickly 
if it were located at some distant point where you didn’t have your 
labor supply ? 

Mr. aedmave. I can only speak for General Motors, and strategic 
protection is what I think we're interested in. Secondly, like our t: ank 
plants are available in Cleveland, that’s a Government-owned plant. 
We had that plan and that was one real good reason why we moved 
into that plant. We had that plant available and got going much 
more quickly. Couldn’t tear down one of the automobile plants and 
stay in the automobile business. 

The Cuairman. Of course not. 

Mr. Hurerave. I described the Kansas City plant; that’s also a Gov- 
ernment-owned plant. We're naturally turning that over into an air- 
plane plant and making whatever other arrangements we have to for 
car production, and with the dropping of car-production schedules, 
that isn’t too big a problem. 

The Cuarrman. What other parallel plants are you undertaking ? 

Mr. Hurerave. Well, we have a Buick set-up in Chicago, we have 
a Buick set-up in Flint, we have another plant in Flint going up for 
Buicks. Now, Pontiac are operating their contracts under their own 
present facilities in conjunction— 

Senator Feravuson. When you get a contract, does Pontiac division 
get it ? 

Mr. Hurerave. These things are organized by the plant managers. 
[t’s their responsibility, their prerogative, to go out and keep their 
plant busy and their men employed. I think with our objectives as 
we stated them here, and the experience and history of what we did 
in the last war, I think General Motors will do this job all right. 

The CHarrman. It certainly did in the last war. 

Mr. Hutarave. We're very conscious of our employees. 

The CuarrMan. Well, I was very much encouraged by what you said 

x by what Mr. Bramblett said which I understood to be, if there is 
no further unexpected cut-back in automobile production, that, with 
the exception of this vacation, there will probably be no sizable lay- 
off in General Motors, is that correct ? 

Mr. Hurerave. Yes, that isour plan; that is definitely our plan. 

Senator Frrauson. In other words, if Fleischmann’s statement is 
that by the first of the year there will be no unemployment other than 
what you indicate here, this 5 to 8 days during the quarter—— 

Mr. Huterave. Providing I can get the materials for them to put 
it together. 
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Senator Ferguson. But, if they take away material, as I understand 
it from what Fleischmann indicated, you would be able to get it. 

Mr. Hurerave. Oh, yes; I have still got to get them. I’m not giving 
him the responsibility. 

The Cratrman. Under the terms of the control program, you're 
going to be in condition to get the materials you’re promised ? 

Mr. Hutcrave. I hope I have some results of the educational pro- 
grams I have been putting on in these plants to validate them and 
educate them. This is not to be confused with the last war. 

Senator Fereuson. Did you hear the telegram read today ¢ 

Mr. Huterave. No; I didn’t. 

Senator Frercuson. Have you got a copy ? 

The Cuarmman. No; I haven’ t—yves. 

Senator Fereuson. That isthe kind of material that comes out ? 

Mr. Hurerave. We're sending in our application for the conference 
material and they will decide that a little later. 

Senator Fereuson. You anticipate you will be under it? 

Mr. Houxeérave. I definitely feel we will. 

Senator Fercuson. And will that make it easier or harder ¢ 

Mr. Hurerave. I take it by confusion organized ; yes. 

Senator Frreuson. It takes a little while to get the confusion or- 
ganized. 

Mr. Huterave. That’s right. 

The CHamman. Just a minute. I grant you this is a very complex 
thing and may not be done perfectly, but I’m wondering whether 
GMC is going to increase confusion or whether it is not going to be 
a good thing for the conversion economy in general. Would you give 
us your opinion on that ‘ 

Mr. Huterave. I'll give you one man’s opinion. Of course, in the 
first place the CMP in the other war was based on a little different 
atmosphere—practically a hundred percent on war work, it was all 
in war work, that gave it a little different punch. Secondly, it was 
based on a bill of materials which is a very factual measurement of 
the requirements of materials to produce our product. Now, the 
current entry is not based on a bill of materials; we get in statistics; 
they have the Bureau of the Census statistics and a lot of figures. I do 
not know how they arrive at what they should do for my applies ation. 
They have built up their own formula of how to distribute it. Basi- 

cally, the CMP is a plan to balance production schedules with the 
available supplies of materials and that is an ideal if we can do that. 

Now, in order to do that you send in your application and they’ll 
make a schedule and allot you the materials. We have been into it a 
little bit with some of our component parts like radiators, what they 
call B products, during this first war; Deleo-Remy generators and 
shock absorbers and a few other things are in, but one ‘boy called and 
said they allowed him 70 percent of the copper he asked for, another 
boy called me and said they allowed him 60 percent. In order for 
me to balance off, I have got to take the lowest percentage we get 
and that’s my lowest common denominator and that controls my pro- 
duction throughout the corporation. We are getting that straightened 
out. T admit we will have a tough time. If I live through January 
1 with this thing, I'll live forever. We re: uly work at it. I don’t mean 
to discount anything, but in my book, the CMP is such a tremendous 
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thing and it puts in the hands of the boys in Washington scheduling 
of the production of all industry in the United States once it goes on 
a hundred percent basis which I think will be by January 1. 

Senator Fercuson. That is quite a job. 

The Cuarrman. Are you in favor of having the CMP on or not! 

Mr. Hutorave. I am in favor of having the CMP on all the military 
operations and closely allied—say, mac hine tooling, some construction, 
necessary construction, I'll go that far and leave it to our system of 
free enterprise effort that we have had for 175 years to handle the rest 
of it.. At any rate, to go beyond that, I think it was General Campbell 
who made the statement when he was in charge of Ordnance in the 
last war, that in order to eat an elephant, you have got to cut it up 
into little pieces. Now, they’re throwing this CMP at us in the whole 
industry in the United States in 6 months. Now, I put a lot of systems 
into operation in the offices during the last 40 years and it takes time 
for everything to digest and get them working practically. Now, my 
thought is if we put it on a military and closely allied basis and practice 
6 months with the system—if we have the 6 months, and, of course, 
that is an 1F; I have no right to know what the defense program back- 
ground needs really are—if there is any reason: ability about it, we can 
practice with the CMP for 3 or 6 months and really get it working. 
You know what I mean, get it going. Then, we can add these things if, 
as, and when they become necessary and we'd have a running system, 
we'd have some real know-how. 

I’m going to work the CMP system if that’s what it is. 

The Cnarrman. Let me ask you this, Mr. Hulgrave; if the require- 
ments submitted, based on apparent production needs of the country, 
were 108—38 percent of the total supply of steel, and a very large 
proportion of that were defense and so-called defense-supporting pro- 
duction, do you think an assignment of steel by firm priority alloca- 
tion or otherwise would be se arcely a CMP control if you only control 
a comparatively small amount for military? Do you think that an 
assignment of steel to military and a heavy priority for defense-sup- 
porting industries could then be made to work if you gave everyone 
else either no license at all or a hunting license when you have 138 
percent to be divided by a hundred ¢ 

Mr. Huterave. What do you call a defense-supporting item? That 
isa bug. 

The CuatrMan. I think it’s a big bug myself. 

Mr. Hurerave. That’s one of the little bugs. This is just advisory, 
when we get the CMP there would be no priorities; it would be a ban 
type of priority as it is today. So, when we have got it all across the 
economy, what do we have. but a hunting license ? 

Senator Frrauson. You're still going to have to determine what is 
related to the military and what is not. 

Mr. Huterave. That’s right, you still only have a hunting license 
after you get it. 

The Cuarman. If you have a definite allocation for the military 
and a lesser allocation for supporting, and still lesser allocation for 
the rest of the area, you don’t have an actual control, as you said, of 
production from Washington, do you ? 


Mr. Huuarave. No. 


The Cuarrman. I understood you to say that you would have. 
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Mr. Hvuxerave. If we left some free ? 

The Cuareman. Yes. 

Mr. Hvurerave. Maybe I didn’t get your question. If they left part 
of it free, I'd say leave it free and leave American ingenuity and 
industry and energy work themselves out of this. We have been able 
to do it up to now. 

The CHARMAN. Of course, during the last war, 16 percent of the 
small business wen* under because they couldn't get steel, and, there- 
fore, I'm quite sure it would be easier for your fine corpor: ation to 
exercise its hunting license than it would be for some little fellow like 
the man here this morning who had only seven employees. 

Mr. Huterave. I grant that. 

The Cuarrman. That’s one reason there is a feeling there has to 
be a firmer control because it’s quite obvious that the big mills can 
take care of themselves better than the little fellows. 

Mr. Huterave. I am agreeable to a reasonable— 

Senator Fereuson. Do you know what percentage of people go out 
of business in normal times ¢ 

Mr. Huterave. All I know about it is that once in a while I look 
in the paper and see the bankruptcy cases, but 1 make no statistics on 
them. 

Senator Ferguson. ‘This was that telegram. 

Mr. Hurerave. What order is this? 

Senator Fercuson. Do you understand it? 

Mr. Huterave. I can’t recognize the order. 

The CHarrman. Perhaps we can clarify it a little by saying that 
one of our witnesses this morning testified—— 

Mr. Huteérave. This is a lot of Greek, I know there is an order 
having table 1 and table 2 in it saying you can have a lead time if you 
have got to allot 75 percent of your tube around to deal order—that’s 
what that looks like tome. I can’t rec ognize it from sitting here. 

The CuarrMan. One of our witnesses this morning, Mr. Hulgrave, 
though this meant that 95 percent meant 75 percent of other items had 
to be devoted entirely to defense work, but we checked with Wash- 
ington by telephone, with Mr. Fleischmann, and found—— 

Mr. Huuerave. That it satisfied 

The CuatrrmMan. No; this amount would be allocated for CMP steel 
of these various kinds. 

Mr. Huterave. Oh, yes. 

The Cuarrman. But not for just defense statements. This witness 
thought this was for 95 percent steel only. 

Mr. Hvuverave. Third or fourth quarter ¢ 

Senator Frereuson. It doesn’t say. 

The CuarrmMan. This is a master, obviously, of this telegram. Mr. 
Long, one of the committee counsel, has several questions to ask you. 

Senator Ferguson. I’m through. 

Mr. Lona. I have one question, if you please. Regressing for a 
moment to the question of unemployment, because of your close con- 
nection with the employment in this area, do you have any specific 

‘ases where a man is working for either your organization and/or 
other organizations on two full-time jobs at the same jtime, Mr. 
Bramblett. 

Mr. Brameterr. I don’t know of any. 
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Mr. Lone. Have you heard that being circulated in this general 
area ! 

Mr. Bramstert. This is the first time. 

Mr. Huuerave. May I add a point ? 

Mr. Lone. Surely. 

Mr. Huuerave. | think in the rubber industry there is a 6-hour day, 
and I have been told that some of those fellows, the rubber-working 
employees on the 6-hour day, have two jobs; usually in a gas station 
or some place else. 

Senator FrrGuson. Let’s take Washington, the Government em 
ployees drive taxicabs. They work a 40-hour week and many of them, 
in the evening and Saturday and Sunday, drive taxicabs. 

Mr. Huterave. 1 thought the rubber one was more logical where 
he'd work 6 hours during the day and have more time to work else 
where. 

The Cuairman. In the present crisis, Government employees aren't 
allowed to have two jobs, are they ‘ 

Mr. Brampierr. My employees earned over $75 a week last year. 

Senator Frrauson. Average ? 

Mr. Brampuerr. Yes; average hourly rated, as an average. That 
is not including salaried employees. 

Senator Ferauson. It would be very difficult for a man to work in 
your factory 8 hours and then carry on a full-time employment the 
same number of hours somewhere else, wouldn’t it ? 

Mr. Bramsiertr. Well, I think some of them could do it for a while, 
but I don’t think theyd like it very long. We expect a fair day’s 
work in our shops. 

Mr. Hurerave. I don’t think, Senator, that our work is any heavier. 

Senator Ferguson. I didn’t mean that, but 16 hours a day— 

Mr. Huterave. That’s a lot of work. 

The Cuarman. I think what is behind Mr. Long’s questioning is 
that in checking on the unemployment situation here, Mr. ©’Connor 
was given information indicating there was a very substantial number 
of workers in Detroit holding more than one job. 

Mr. Lona. The reason I pointed that out is because I felt it might 
be some possible solution to the unemployment situation that  re- 
portedly exists—if that is actually the case. As Mr. Bramblett is 
familiar with the employment situation here, I just wanted his opinion 
on that. 

Mr. Bramsietr. You'll find one occasion here and there where we 
ask a man to make up his mind whether he’s going to work for us or 
somebody else. 

Mr. Huterave. Efficiency is involved in that type of operation. 

Mr. Lone. That is the only question I have. 

The Cuarrman. Thank you very much, gentlemen, for coming in. 
We appreciate your help. 

Mr. Huterave. All right. 

The CuHairman. We may ask you for some more help before this 
is over, 

The committee is adjourned until 9:30 a. m., Monday. 


(Whereupon, the committee adjour ned to 9:30 a. m., Monday, July 
16, 1951.) +e 
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MONDAY, JULY 16, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE 
SENATE COMMITTEE ON SMALL BUSINESS, 
Detroit, Mich. 

The committee met, pursuant to adjournment at 9:50 a, m., in room 
730 Federal Building, Senator Moody (chairman) presiding. 
Present : Senators Moody and Ferguson. 
Also present: Messrs. O'Connor and Long. 
The CHarrman. The committee will come to order. 
Matthew Smith. 


STATEMENT OF MATTHEW SMITH, SECRETARY OF THE 
MECHANICS EDUCATIONAL SOCIETY OF AMERICA 


The Cnairman. Will you take the stand, Mr. Smith, please, and 
will you tell us your name and address and your business 

Mr. Smrru. My name is Matthew Smith. Iam the secretary of the 
Mechanies Educational Soc iety of America. 

The Cuairman. We are very glad to have you here this morning, 
Mr. Smith. The testimony on Saturday indicated that employment 
in Detroit is retarded by two or three factors including a shortage of 
materials, and we know you represent a very important segment of 
the working community. We would like to have you give some ideas 
here before the committee that you have given previously to our 
committee investigators, if you will. 

Mr. Smirn. That was a mistake I made, even talking to the investi- 
gators 

The Cuarrman. Why do you feel it is a mistake? Aren’t you 
interested in seeing some people put back to work ¢ 

Mr. Smiru. I feel that the whole investigation is missing all the 
points involved in the transference of large and small plants from 
civilian production to defense work. 

The Cuamman. We are having you here because we want you to 
tell us what those points are. 

Mr. Smrru. I will do it in a second if T don’t get interrupted too 
much, First of all it is a terrific job to tell any plant to change over 
from civilian production to war production. The impact of war 
work has different effects on different plants according to their posi- 
tion in the prevailing domestic market. If for instance you have the 
Willys-Overland or “the Kaiser-Frazer hanging under the edge of 
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something less then 1 percent of the automobile market, war wor! 
is a godsend, and you receive any kind of defense orders with en 
thusia asm, and with beating of breasts, a patriotism. If, however, yo: 
are a successful company making money on the domestic market, the: 
you change over somewhat reluct: antly, especially when we are told 
by Mr. Wilson that this is not a short-term war-preparation program, 
it is a program that may last for 10 or 15 years; instead of a dramati: 
changing over of existing facilities from domestic work to war work, 
under those circumstances you agree to build parallel plants. I think 
that is what the manufacturers have been told to do. I listened to 
Mr. Wilson’s speech. He emphatically said that this defense program 
was to be superimposed on the domestic program. I think he eve: 
went so far as to say that by 1953 the domestic program would be 
normal and yet the defense program would be possible because of the 
drawing into industry of over-aged men, a few million women and 
some lengthening of the hours. 

There is certain to be some unemployment because of the change 
over. I think it is very difficult to put new jobs out on the market 
in the blueprint stage and then estimate when you are going to have 
them ready for production. Companies in this town and towns in 
Ohio are able to get steel for defense production and yet that defense 
work will not actually be in the plant for 6 or 7 months. 

The Caiman. May I interrupt you, Mr. Smith? 

Mr. Smiru. Sure. 

The CHarrMan. Toask whether you know of any industry in Detroit 
or elsewhere where there : an advance stockpile of steel of that nature ? 

Mr. Smirn. Oh, no; I don’t know that. I talked to employers 
repeatedly. They all tell me they have been in the gray market for 
6 months at least. They make no bones about it, but, for a minute or 
two, I want to talk about the apparent reluctance of successful com 
panies in changing over before the jobs are out of the engineering and 
blueprint stage and ready to go on production. 

Senator Frrcuson. Mr. Smith, how many men are in your unit ? 

Mr. Smiru. Forty-seven thousand; mostly skilled men. 

Senator Fercuson. Yes. Are they in the Detroit, Mich., and Cleve 
land, Ohio, area ¢ 

Mr. Sairn. Cleveland. The majority of our members are in the 
Cleveland area, and 50 percent of them in the machine-tool business. 

Senator Frrcuson. Most of them working in Detroit ? 

Mr. Smirn. That’s right. 

Senator Ferguson. So when you speak of the reluctance, you are 
speaking of the steel industries principally ? 

Mr. Smiru. I want to becareful. I say the reluctance—a reluctance 
prematurely to change over before the enginering and tool-making 
parts of the job are available for straight production. 

Senator Frreuson. In other words, if you lack one or two tools, you 
may have steel, but you can’t actually produce until you get the last of 
the tools? 

Mr. Smirn. That’s right. Now, most of the manufacturers in this 
town are waiting for machine tools. Machine tools can be divided into 
two categories. Machines for special purposes haye to be made by 
highly skilled men, and at the termination of this emergeney those 
machines are not a competitive factor in the post emergency market 
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As far as standard machine tools are concerned, every manufacturer 
im the country is dragging his feet, and I am afraid ‘I would do the 
same from a business point of view. 

Senator Frrcuson. Now, wait, you are talking of the manufacturers 
of the standard tools ¢ 

Mr. Smirn. Yes; the makers of the standard machine tools. 

The Cuamman. Can you give us an idea as to why you feel they are 
dragging ¢ 

Mr. Smiru. Yes. Machine tools were made on a quasi-mass-pro- 
duction basis. I will have to give you an analogy to make the point 
clear. If an automobile manufacturer changes over to war work, 
all the time he is on war work there is a fast-developing backlog for 
orders for automobiles which he can immediately supply after the 
emergency is over, whereas in the machine tools it 1s almost inevitable 
after an emergency the machine-tool manufacturers are embarrassed 
almost to the point of bankruptey with the machine tools they have 
made during the emergency. -The Government in wartime business 
makes more machines than are immediately necessary. During the 
war I suppose that has to be done. Then, of course, these mac +hines 
at the termination of the emergency are put into Government ware 
houses, ready to be thrown out after the emergency at cut rates in 
competition with machine-tool manufacturers. “Under those cireum- 
stances I don’t know of any machine-tool manufacturer who is ex- 
panding his facilities. If he did, I suspect the directors would sue 
him for interfering with the long-range stability of the company. 

Senator Frrauson. What do you say is the answer ¢ 

Mr. Smiru. The answer probably is to give orders to machine-tool 
manufacturers that go beyond this emergency. If President Truman 
is sincere about point. 1, then, of course, he’il need thousands of machine 
tools to send to backward countries. 

A backward country is a country without machine tools; an ad- 
vanced country is a country with machine tools. It is as simple as 
that. Tf point ! means you are going to send finished products to these 
countries, then it is only a temporary solution. If you are going to 
send basic machine tools so that these countries can raise their own 
standard of living and manufacture their own products, then, of 
course, there should be a long-range demand for machine tools. 

The Crairman. If I understand your point, Mr. Smith, it is that 
you can already get machine tool companies to expand now and you 
would not only contract to buy their present outlet, but you would also 
encourage them to buy what they have made after the emergenc y had 
expired ; is that correct ? 

Mr. Smiru. That is correct. 

Senator Frercuson. What about stand-by plants in the machine 
tool industry, the same as they are contemplating making in the other 
industries ¢ 

Mr. Smiru. I cannot see how you can have stand-by plants in the 
machine-tool industry with the experience of World War Il. I think 
everyone here knows that Warner and Sw asey is one of the biggest 

iachine-tool manufacturers in the countr y, and was facing b: ink 
rian for 3 or 4 years after the termination of World War II. The 
National Acme in Cleveland, the place that we have organized, make 
probably 60 percent of the multiple-spindle-screw machines in the 
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country. I’m certain they will resist any expansion of their facilities. 

The Cuamman. You say “they will resist.” Are they resisting it! 
Have they been resisting it ¢ 

Mr. Smrrn. I don’t know that. I talked to the president of the 
company. I heard him say that he is going to protect the post- 
emergency position of the company. That, translated to me in com- 
mon, every-day language, is that he won't expand until compelled. 
You see, you have a conflict between the business interests of the 
individual machine-tool company and the war effort. 

The Cuarrman. You feel that the industry, of course, should ex- 
pand in order to make it possible to tool up more rapidly for 

Mr. Smrru. Yes, I think the machine-tool industry should expand 
with some guaranties. Probably the first guaranty that the company 
wants, are these stockpiles on the market immediately at the termina- 
tion of hostilities. Secondly, I think the company should stockpile 
machine tools if there is going to be any effort made to raise the stand- 
ard of living of some of the backward countries, to keep them out of 
the Communist orgies. 

Senator Frerevuson. What percentage of the machine tools are 
special for war effort ? 

Mr. Smirn. I should say special machines again have to be divided 
into two categories. Some special machines are standard machines 
with a few changes. Others are completely specialized machines. 
They present no problem at all. 

The purely standard machines are the formidable problem, as to 
what will happen at the termination of this emergency. I feel that 
these parallel plants, I think practically everyone has been told to 
do that. If there is an emergency, and somebody is going to invade 
the country, then you burn all the equipment out of an automobile 
plant and change over. Everybody is scared. 

We're told it’s a police action in Korea; nobody knows whether to 
believe it or not. But, at the present time nobody is quite certain this 
is a war, or whether it’s a long-term preparation, where, by produc 
ing potential munitions, we can prevent world war III. Now, if 
Wilson means what he says, that this is not going to be a change-over, 
we're going to try and keep the domestic economy going, then, of 
course, it’s no use tearing all these plants down, turning them over to 
war work and trying to turn them back again in 1953. It cannot be 
done, it’s a physical and engineering impossibility. 

The CuarrmMan. Mr. Smith, because of the fact that no one in Wash 
ington or anyone else in this country knows what the plans of our 
potential or real enemy is, the problem divides itself, as you’ve been 
saying, into two parts. One is the nec essit y of increasing our strength 
as rapidly as we can, to head off an attack now. The other is not to so 
disrupt our economy while doing so, that we would play into the 
hands of those who would like to destroy our system, in the process of 
getting it ready from without. The program is to increase our power 
to produce, both for military and for civilian goods, so rapidly that 
you will, in the period of 2 or 3 years have adequate civilian market 
and also adequate military strength. 

Now, the question that you have been discussing to some extent, is 
whether or not the expansion of the machine-tool industry, whieh, as 
you have pointed out, is the very heart of the expansion, is carried on 
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with sufficient expedition. And you've indicated in your statement 
that the manufacturers were dragging their feet, that in your opinion 
it is not being carried on at sufficient speed. Is that your opinion ¢ 

Mr. Smirn. Yes. I think justified from a business point of view, 
and not from a national point of view. 

Senator Frrcuson. The national point of view, you say, is so un- 
certain you can’t tell whether that’s needed ? 

Mr. Smirn. That is right. 

Senator Frravson. How many of your 47,000 people are out of 
work ¢ 

Mr. Smiru. Very, very few. As a matter of fact, we have 15 per- 
cent doing two jobs, working 8 hours at one place and 8 hours at 
another 

The Cuamman. How many of those in Detroit? Fifteen percent 
in Detroit ¢ 

Mr. Smiru. Yes. And I think 15 percent of the other unions are 
also doing two jobs. 

Senator Frerauson. In your opinion, there is very little unemploy- 
ment ! 

Mr. Suirit. As of now: but it could become aggravated, if the Gov- 
ernment insists that automobile production must be curtailed long 
before it’s possible to start on war work, because of the necessary lag, 
because of engineering, of blueprint work; then there will be wide- 
spread unemploy ment, 

The Cuarrman. Do you feel a lag is necessary ? 

Mr. Suirn. No; Ido not. I think somebody has got into a panic, 
and decided that automobile production must be curtailed long before 
there is any dire necessity. That, of course, is only an assumption 
that somebody else doesn’t know that Russia is ready to invade New 
York. I only know what I read in the papers. But, assuming the 
crisis is a long-term one, then, of course, 1 think somebody got into 
apanic. I do know that steel has been taken away from companies 
that have war orders, on the assumption that these orders will be 
ready in the plant, for production within 60 days; and we know it will 
be 1 year heleke the machine tools and special machines are ready. 

Senator Ferauson. Because of the tools? 

Mr. Smirn. That is right. 

The Cuatrman. What are some of those companies, Mr. Smith ? 

Mr. Smiru. I don’t want to state the companies. 1 think that some- 
body coming on here later in the day, is a representative of those com- 
panies in Detroit, and will give you specific examples. 

Senator Frreuson. Do you feel that the steel is actually being stored 
in warehouses or in places, waiting on this so-called 60-day period ¢ 

Mr. Smiru. No; I don't. 1 don’t think there is any stockpiling of 
steel at all. 

The CuarMan. What did you mean a moment ago, then ? 

Mr. Smiru. I say that steel can be got by companies with 
defense-order forms; it can be gotten. But they are not in a position 
to use it for a year or so; so they don’t get it. 

The CHairnman. Are they getting it in a year in advance, or are 
they not getting it ina year m ‘advance ? 

Mr. Smuru. I don’t think the ‘y get it. If they got it, they’d use it 
on mass production, if there is any business acumen. At least, I 
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would. I wouldn’t leave steel rusting in a warehouse, if I had domes- 
tic orders. 

The Carman. As you know, the preliminary survey or the re- 
ports made to the Defense Production Administration, show that 
there is a demand for steel, of roughly 135 to 138 percent of the 
available steel. And we had several witnesses here the other day 
who testified they could not get steel even with defense orders. 

Mr. Sarru. I heard two small-business men on Saturday say they 
couldn’t get steel to keep 7 or 14 people going. I don’t know what 
small business is. Small business works for big business. If big 
business wants the job done, they send the steel over 

The Cuarman. How about the small-business man who is looking 
for a job with big business, and who may get a subcontract, but who 
is not furnished the steel by the big business? If he gets a defense, 
a DO, the testimony the other day was that he doesn’t always get 
the steel, it is not always available. 

Mr. Smiru. I think I could buy steel in Detroit at a price, as long 
as the Government is paying the price, I wouldn’t get excited. 

The CHarrMAN. You say you could get a price? 

Mr. Smiru. Oh, yes. 

The CHatrmMan. Where? 

Mr. Smrru. I think there is gray steel all over Detroit. 

The CuarrmMan. Tell us who they are. 

Mr. Smrru. I think there are employees who say they have gray 
stee]—— 

Senator Ferevson. If you feel there is gray steel in the market, the 
Government ought to be able to find out where it is. 

Mr. Smiru. Oh, yes. I think the manufacturers put on this stand 
would tell-you where they are getting the gray steel from. 

The Cuarman. We have some of them coming in and we also have 
some leads separate from testimony, which we are checking. 

Mr. Suiru. I’m not supposed to ask questions, but I'd like to know 
whether it’s possible to expand the steel industry, as Wilson insists, 
to take care of the civilian market and the defense program. 

The Cuarrman. I might say to you, 2 or 3 years ago the President 
of the United States suggested that a very substantial expansion of 
the steel industry be undertaken at that time and asked for authority, 
only in case they did not expand, for the Government to do it. Since 
then there has been a substantial expansion of the steel industry and 
it is now in progress. Perhaps not enough, but I think quite clearly 
not enough. They are expanding the steel industry, perhaps a little 
late and not enough. 

Let me ask you one other thing. You say 15 percent of your ‘em- 
ployees are employed on two jobs? 

Mr. Smiru. Yes. 

The Cuarreman. All right. You have reason to believe that other 
workers in Detroit are also 

Mr. Smirn. Sure. We just made a spot check. I don’t think our 
members are any different than any other members. If a man is 
between 25 and 45, he can get two jobs. If he’s below 25 and over 45, 
he can’t get one job. 

Senator Frereuson. Is that because of the great lack of skilled 
workers, that they are working these men two shifts? 
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Mr. Smrrn. Oh, no. It’s a method of avoiding time-and-a-half 
overtime pay. You can get 16 hours of work and avoid that time. 

Senator Frercuson. You claim they are going to different companies 
and working a different shift ? 

Mr. Smrrit. Not necessar ily. Some of them at Chrysler’s are work- 
ing 8 hours there and going over to Dodge, with no time-and-a-half. 

Senator Ferguson. That doesn’t call for time-and-a-half? 

Mr. Smiru. No, not if you are working in a separate division of the 
orporation, they are not paying time-s and-a-half. 

The CuatrMANn. Does the company know that? 

Mr. Smiru. Possibly not. I think the company knows what it feels 
it ought to know. If there is a financial advantage in closing your 
eyes to those things, you do it. These people are in business, they want 
to help the war effort but they still have to look after the business and 
they are trying to coincide the two, and sometimes there is a conflict. 
I’m very much afraid that the national effort loses out. 

The Cuarman. Thank you. Do you have any further questions? 

Senator Ferauson. I just have one. Are there skilled workers over 
15 years of age who are unemployed ? 

Mr. Smrru. There are production workers, I would say, who can’t 
get work over 45. I would say skilled workers are engaged up to about 
56 or 57. During the last war they took them up to 80. 

Senator Frrauson. But what is the situation today with skilled 
workers? I’m talking about the tool makers and die makers, where 
there is this scarcity of machine tools. 

Mr. Smirn. We have no such workers. 

Senator Ferguson. You have no workers out of work, no matter 
what their age really is? 

Mr. Smiru. Not in the skilled. 

Senator Ferauson. That’s what I am talking about. 

Mr. Smirn. That is right. 

Senator Frreuson. Now, these people working double shifts—is 
that because they are skilled and needed in that employment ? 

Mr. Smiru. Oh, no. I know production workers who are working 
double shifts. Quite a number of them. 

Senator Frercuson. We asked Mr. Matthews about that, I think, 
the other day, or some of the witnesses. Mr. Bramblett, it was. He 
said there were very few; that they didn’t want them to work two 
shifts. Do you have actual knowledge about these two-shift things? 

Mr. Smrru. Oh, yes. We spot- -checked in production plants, and 
we found an average of 15 percent that had two jobs. 

Senator Frereuson. How many of your people in your 47,000 are 
working two shifts? Fifteen percent ? 

Mr. Smirn. Oh, I think roughly 15 percent. 

The Cuatrman. How many people did you ask, how extensive was 
this spot-check ? 

Mr. Smirn. We checked four companies in four different parts of 
the city. 

The CHarrMan. Involving how many employees? 

Mr. Smiru. About 1,500. We have a right to say that that’s a good 
cross section. 

The Cuatrman. I think it’s a good cross section. You say 15 per- 
cent of those people were working on two jobs? 
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Mr. Smiru. Yes. I don’t know what is involved. They could be 
involved in income tax, of course. If you are working and get the 
usual withholding tax, and get the w ithholding tax on another $5,000, 
you are not paying the right income tax. You are on two jobs and 
somebody else is drawing unemployment pay. 

Senator Ferauson. Do you know whether they are working under 
the same name at both jobs? 

Mr. SmirH. Usually, yes. But it is easy to get a social-security 
card. You can go and tell them you were working for yourself, you 
were a barber, you can get a card in 2 minutes. 

The CHatrMan. Mr. Smith, your workers, speaking generally, are 
a highly skilled group? 

Mr. Smiru. Yes; speaking generally. 

The CHairman. Is it possible that there is a high percentage of 
your workers working on two jobs because of dem: eal for that type of 
skill ? 

Mr. Smriru. I think the percentage is higher, but I don’t think the 
percentage among the production workers 1s any lower than 10. 

The CHarrMan. Is that just a guess or do you have reason—— 

Mr. Smirn. No; one of the plants we dealt with was a production 
plant. and it was still only about 20 percent. But it still came out 
that the production workers were working on two jobs. 

The Cuamman. Perhaps they are trying to get enough money to 
feed their families at these high prices. 

Mr. Smiru. We know a solution to that; we tell the employers. 
But they are not. impressed. 

The Cuatrrman. What do you tell them? 

Mr. Smirn. We tell them that wages ought to be augmented con- 
siderably, we feel as the Senator feels. 

The Cuatrman. Do you have anything else to say ? 

General Crawford. 


STATEMEENT OF BRIG. GEN. DAVID J. CRAWFORD, ORDNANCE 
DEPARTMENT, UNITED STATES ARMY 


The Cuarrman. Will you state your name and occupation, please, 
General, for the record ? 

General Crawrorp. Brig. Gen. David J. Crawford, Ordnance De- 
partment, United States Army. I am commanding general of the 
Ordnance Tank Automotive Center and Detroit Arsenal. 

The Crarmman. General, the other day we had testimony about 
the policy of the Government. on building parallel plants, and the 
policy you know well; I don’t have to exp: ind to you. We were explor- 
ing the reasons for steel shortage and the reasons for unemployment 
in Detroit, and one point that came out was the fact that, while a 
large number of employees of automobile plants had been idled * 
lack of steel and by the cut-backs, which, as you know, would reflect 
itself back on the subcontractors for those plants, the tank plant is 
operating according to the witness of one—Mr. Matthews, on one line 
on one shift. 

Some of us also just happened to notice a statement in Life maga- 
zine this week, to the effect that tank production—we haven't had 
time to check that particular point—was 20 percent behind schedule 
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at the present time. Of course, it’s obvious that any production we 
do have, fits into the general timing and phasing of the program. 
We’re wondering why the tank plant is not operating more than one 
shift and why only one line is operating, if that is true. 

General Crawrorp. That’s true. There are a number of factors that 
enter into the picture and I will be glad to outline them to you, sir. 

The CuHatrMan. That’s fine. 

Senator Fercuson. I suppose, now, that your statements are going 
to keep within your security ? 

General Crawrorp. Yes. I will. Vl keep within security. 

Senator Ferguson. Give us all the information you can give. 

General Crawrorp. In the first place the over-all orders that we 
have, are not great enough to justify more than a single line operating 
one shift. 

Senator Frrcuson. Is that because the new tank is not completely 
designed ? 

General Crawrorp. No, sir, that is not the reason why. Now, at 
present, we're not even taking full capacity of one line, one shift. 
But, because of the quantity of tanks which we took on to do that at 
the arsenal, we found that, if we went ahead and manufactured them, 
and forced them into production and up to a rate, it would take more 
than one assembly line, one shift up to around the end of this year, 
we would run out of anything to do before funds were available 
under the 1952 procurement program. 

The CHairman. Is it a lack of money, has Congress failed to give 
you the money that you need / 

General Crawrorp. No. It is the progressive phasing of the en- 
tire program. 

Senator Frreuson, Now, the new budget takes effect July 1. 

The CuarrMan. Did take effect. 

Senator Frreuson. Did take effect July 1. And you are asking 
for $60 billion; I'm talking about the whole military, $650 million. 
Now, that is all that the military is asking for. When will you run 
out of money for tanks? 

General Crawrorp. Well, we won't run out of money for quite 

\ while, but you take that money that becomes available and none 
of it is available to us yet, but you have items anywhere from 10 to 
14 industrial lead time, from the time you want it until the stuff gets 
actually into production, 

Senator Ferguson. You mean now that there is a 14-month lag on 
some items in the tank business ? 

General Crawrorp. Yes. They've been bringing an increased ef- 
fort in production, and it will take up to 10 months, if you run out 
now and order again, all you have in production. Ten months be- 
fore the orders w ill be available to you, 

Senator Frreuson. You don’t assemble the tank? 

General Crawrorp. We spend 80 cents out of the dollar, outside 
of the plant. What we buy, our engines and transmissions we buy 
our hulls and turrets and machines, the large part of it outside. 

Senator Frrcuson. How much work are you doing now percentage- 
wise in the repair and remodeling of old tanks? 

General Crawrorp. None at all. 

Senator Frrcuson. None whatever; you are all on new produc- 
tion ¢ 
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General CrawrForp. Yes. 

The Cuarman. What tank do you make? 

General Crawrorp. We are buying the so-called Patton. 

The CuarrMan. That ought to be in the record. 

General Crawrorp. The Patton. 

The Cuarrman. Is it not true that we do not have as great a supply 
of tanks today, as might be necessary, for example, for building our 
allied strength in Europe ? 

General Crawrorp. | think so. I think the reason we're building 
tanks is because we need additional tanks. 

The CuarrMan. We need tanks and you have at your tank-assembly 
plant—would it be accurate to say that you have the capacity of run- 
ning nine lines ¢ 

General Crawrorp. No. 

‘The Cuairman. Three lines, three shifts a day ? 

General Crawrorp. No; not at all. We've never run over two lines 
two shifts, because it would be impractical to marshal and handle the 
materials through that plant, through those lines. 

The CuarrMan. You would think the capacity of the plant would 
be about four lines ¢ 

General Crawrorp. I would say now the most efficient way to build 
tanks in that plant, improve the techniques since the war, would be 
two lines. 

Senator Ferauson. For how many shifts; two shifts? 

General Crawrorp. Yes, sir, because you might want more. You 
need that third shift to recondition your equipment and to replenish 
and move material through the plant. 

The Cuarrman. I might say for the record, General Crawford, 
that we have no criticism of you; these questions are not directed 
toward you. 

General Crawrorp. | understand. I hope to be able to help you 
develop it. In the beginning I said there are a number of factors 
that enter into the picture tod: ay and one of them, you asked if it is 
the phasing of funds and this business of not bringing into produe- 
tion, going into production at a rate which would run ‘out, the entire 
program in a short time—— 

The CuoairMan. Why would it run out ? 

General Crawrorp. Because we eventually build the tanks with 
such equipment we propose to establish. 

Senator Frereuson. In other words, you have a plan of a certain 
number of tanks needed ? 

General Crawrorp. Yes, sir. 

Senator Frrauson. And you have laid out your program within 
appropriations, and those appropriations are within your plan of so 
many months’ work. That is what you are doing? 

General Crawrorp. Yes, sir. 

Senator Frrcuson. In other words, it’s because you don’t need 
great number of tanks, that you are not running two shifts; is that 
right ? 

General Crawrorp. That is right. 

Senator Frrauson. In other words, the Military Establishment says, 
“We need so many tanks and here is the number of months in which 
we want you to deliver them.” Are you able to get all the skilled 
workers you want in the Detroit area to build these tanks? 
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General Crawrorp. We're doing very well. 

Senator Fereuson. You have no complaint? 

General Crawrorp. We have no complaints. We have some skills 
we have difficulty in getting, some training. But we do get help, and 
we have a pretty good position in the labor market, I believe, up since 
we opened. They put our rates on a basis with—at least competitive 
with—the open market. 

The Cuarrman. How many men do you employ there, generally ? 

General Crawrorp. We have now, in the whole establishment, I 
hope—I believe this is not 

Senator Frrcuson. If it’s security 

General Crawrorp. We have an entire staff, upward of 10,000 
people. 

The CuarmmMan. That answer is 10,000? 

General Crawrorp. Yes, sir; right around 10,000; but we're doing 
other things. We've an extensive engineering and administrative job 
in connection with procurement. 

The CuatrmMan. I know that. How many are working on tanks ¢ 

General Crawrorp. I would say the entire manufacturing set-up, 
upward of 6,000, and we’re carrying an extensive parts building pro- 
gram, too, for the rebuilding program and the maintenance of tanks. 

The Cuarrman. If you were told by the top command of the Army 
to turn out tanks as efficiently and rapidly as you could—in other 
words, if we went into a war emergency now and decided to increase 
speed with which to provide our allies with military equipment, how 
much could you increase your production and how many more people 
could you e mploy under that program ¢ 

General Crawrorp. We couldn’t employ very many more in that 
establishment, but outside there would be a tremendous number. We 
have a million square feet on its floor, and it’s our opinion, I'think, it’s 
pretty well backed up by industrialists with 10,000,000 square feet and 
structure back of it to keep that plant 

Senator Fercuson. General, are you able to get all the subcontract 
materials that you need from small manufacturers ? 

General Crawrorp. Are we able to? 

Senator Frreuson. Yes. 

General Crawrorp. It’s been a little bit difficult. 

Senator Frreuson. Why ? 

General Crawrorp. Several reasons. One thing, the nature of mate- 
rial that we want to get built; it’s difficult. Our specifications are 

rigid. In many cases it’s unusual. We've had quite a little bit of 
diflic ulty in obtaining armor, castings in the 315-pound capacity, 
because we run right into the freight car end, you see. 

Senator Ferecuson. Pm talking about the small manufacturers in 
the Michigan area that w: 

General CrawForp. We've done pretty well there. In fact there 
are many things which, right along, for 2 or 3 years, have been to 
capacity on anything we need. 

Senator Frrevson. You can get all of those you need ? 

General Crawrorp. Yes, sir; there is nothing hard to get. 

Senator Frereuson. It’s in these larger castings. Of course, they are 
not, as a rule, made by small business. They are made by big business 
because they are heavy industry ? 
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General Crawrorp. Many of the foundries don’t employ over two 
or three hundred people. 

Senator Frrevuson. They are still classified as small. 

General Crawrorp. Yes, sir. Other than foundries like-the General 
and Continental and Union, people like that who make these big hull 
castings, up over 1,500 pounds; foundries, generally speaking, are 
small and the number of people doing our work are small. They 
use specialists. 

Senator Frerauson. Do you have charge of the whole production 
in the Michigan area ? 

General Crawrorp. Yes, sir. 

Senator Ferguson. Or just in the tank arsenal. 

General CrawFrorp. We have charge of the production. We place 
all the contracts and administiate—get the contracts administered, 

Senator Frerauson. Well, would you say that it’s up to date in 
this district, the various phases of the program 4 

General Crawrorp. No, sir. 

Senator Fercuson. What are you lagging in? 

General Crawrorp. Well, it’s—as far as tank 

Senator Ferevson. I’m not talking about tanks, you have covered 
that. 

General Crawrorp. I think, generally speaking, the truck business 
is coming along pretty good. 

Senator Frreuson. That’s up to date? 

General Crawrorp. I think it is. 

Senator Ferevson. What other program do you have in this area? 

General Crawrorp. We have only automotive. We do not have 
ammunition or fire control or anything like that. 

The Cuamrman. That’s Detroit Ordnance Depot / 

General Crawrorp. They have it, yes, sir. 

‘The CuatrmMan. I'd like to clarify this matter of the number of 
people who are employed there and the number of people who could 
be employed there if the production were stepped up. Because these 
conversion months just ahead of us are going to be the months when 
there will be a surplus of labor in Detroit. Once this thing gets roll- 
ing at full speed, sometime next year, you may not have the surplus. 
I don’t know what the factors were in dating the schedules in the 
Pentagon, to give us such a gradual build-up on your tank production. 

General Crawrorp. We told them what could be done. It’s gradual. 
You put a tank out of production, you don’t come back here and go to 
500 a month; it takes a long period. 

The CHarrman. I’m not talking about them out of production, 
I’m talking about the possibility of providing tanks for the military, 
ata faster rate. Tanks the ‘Vv are going to want anyway, at a faster 
rate during this period when there will be a large increment of un- 
employment in the Detroit area. I think you m: ade a area that 
if you stepped up production by the end of the year, there would 
have to be a cutback of production. 

General Crawrorp. There would be, or sometime early next year 
there would be a slow-up again, drop-back, because of the fact that 
we'd have the entire job that was financed in the 1951 procurement 
program. One time we worked, completed most of that by the end 
of the calendar year. 
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The Cuairman. What is your limiting factor? Is it lack of mate- 
rial or money 4 

General Crawrorp. It isn’t money now. Let's just look at the 
position here a year ago today. We had no ordnance in Detroit. 

Senator Frrcuson. In fact, as early as Apr il of 1949 there was no 
intent to build any more tanks. That is correct, isn’t it / 

General Crawrorp. That is right. 

Senator Frercuson. Now, Korea came and caused a new phase, and 

new tank program, and you are carrying out that program / 

General Crawrorp. That is right. 

The Cuarrman. And a whole new attitude toward what we need, 
toward “gett ta defense. You remember there was a ceiling on the 
budget, both downtown and on Capitol Hill, the nature was of cutting 
down rather than building up. This increase in our tank program 
has come about due to the fact that we have recognized more clearly 
what our dangers are in the world; is that right ? 

Gene ral Crawrorp. That is right. 

The Cuamman. We were t: king about the number of people em 
ployed. If the people who give you your production orders, told 
you to produce tanks now, at the maximum possible efficiency, which, 
I believe, a few minutes ago you said would be four lines; is that 
correct ¢ 

General Crawrorp. Yes; two lines, two shifts. 

The Cramrman. Two lines on two shifts ¢ 

General Crawrorp, That is the maximum wed undertake. 

The CHarmMan. You mean two times two is four, or just two, 

General Crawrorp. Two lines running two shifts. 

The Cuairman,. That would be four shifts altogether, four lines —— 

General Crawrorp. It’s four S-hour operations. L wouldn’t have 
four lines of tanks running through the plant. 

The Cuamman. I don't need that. You say you are employing 
about 6,000 men now on making tanks. Could you employ 24,0004 

General Crawrorpo. No. It won't take that many people in that 
plant. Remember this, Senator, every dollar spent there, 80 cents of 
it is spent somewhere else. It means that the people would be in other 
plants. 

Senator Frreuson. How much of that 80 cents is in Detroit or in 
Michigan ? 

General Crawrorp. Well, I would say all the engines, most of the 
transmissions, and a lot of that comes out of here, and Buick is in 
production now, to round out, Pd say all the engines, half to two-thirds 
of the transmissions would be here, and a very large quantity of the 
thin stuff, the sheet-metal work and stuff of that nature, gasoline fuel 
tanks and the tool boxes and—— 

Senator Frerauson. Would 80 percent come out of the Michigan 
area ¢ 

General Crawrorp. No. The turrets—although some is being 
made—machined by Larson-Mahone here at the present, but the 
inajority comes from Chicago. 

Senator Frrauson. Do you get it wherever you can get it the most 
efficiently ¢ 

General Crawrorp. Yes: that’s what we do. In bringing in these 
manufacturers we have tried to the maximum extent practical, that 
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which was pretty well dispersed, but at the same time, the greatest 
concentrations that caused the Ohio-Michigan-Illinois area. The 
pattern of heavy industry, that’s where the great concentration is. So, 
there is some in Philadelphia, some in St. Louis, and a small part on the 
west coast, and some in Detroit. 

The Cuatrman. Outside of the hulls, what percentage is done in 
Michigan ? 

General Crawrorp. Outside of the hulls, I'd expect, oh, 50 percent. 

The Cuarman. Fifty percent in Michigan? 

General Crawrorp. I’d just have to go into that. 

The CuarrMan. That surprises me because it’s so low. You'd think 
with all the machining capacity around here and the fact that you 
wouldn’t have to ship your parts for assembly very far, it would be 
even more than that. 

General Crawrorp. We’re trying to place contracts for that work; 
there was not the interest in this part of the country that there is now. 

The CHatrman. In other ere there was some reluctance to take 
orders ¢ ! 

General Crawrorp. Yes. 

The CuHarrmMan. From whom ? 

General Crawrorp. Generally. 

The CuHarrMan. You mean the manufacturers in the Detroit area 
were producing at a very high normal speed and they didn’t want 
to take war orders at that time ? 

General Crawrorp. That is right. Here is what we did: We ex- 
pi anded when the second supplemental came along ; we got our expan- 
sion. We knew we’d have to go out and greatly increase our capacity. 
We set up an exhibit of all—_— 

The CnatrMan. I remember that. 

General Crawrorp. We invited, here and everywhere else—— 

The Cuatmman. When was that? 

General Crawrorp. That was along in January of this year. 

The CHarrMan. 1951? 

General Crawrorp. Yes, sir. 

The Cuatrman. There was still reluctance in January 1951, to take 
orders ¢ 

General Crawrorp. Still reluctant and we had to let it go far and 
wide. 

The CuatrmMan. How far have you had to go for some of these parts 
that could be made in the Detroit area? 

General Crawrorp. Parts that could be made in the Detroit area, 
we've had to put in some tools all around, but we’re buying parts. 
Around the Houston area, on the west coast and New Ei land area. 

Senator Frrcuson. Can you get tools for these ¢ 

General Crawrorp. We have taken advantage of existing tools 
where found, buy the tools. 

The CuarrmMan. In general you had to go to Texas and New Eng 
land and the Pacific coast to get stuff that you could get in Detroit: 
is that a fact ? 

General CrAwFrorp. Some of it is being made here in Detroit. We 
have cases of firms here in Detroit that had jobs and failed to deliver 
and we went to Houston, Tex., to get that. 

The Cuamman. They failed to deliver on it? 

General Crawrorp. Quite sure. 
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The CuarrmMan. Were there any penalties in the contracts? 

General Crawrorp. I doubt it. We can get tools; we can get nia- 
terials. We have difficulty getting castings, foundry work of a 
nature; they have quite a number of low -quality foundries, and aren’t 
able to get the basic materials. 

The Ciatman, Could you prepare for the committee, General, a 
report which we might decide later should be given out as to what 
companies. in Detroit had refused or had been reluctant to take war 
orders, and what companies refused to carry them out ? 

General peighten gs It isn’t so much a matter of refusing, it’s 
failure. It’s a case to keep production going; they tried and Shier 
found, many thignoee any people were undertaking to do things that 
they were not technically qualified to do. They “tried to help us. 
They took the jobs in good faith. 

The Crairman. Well now, General, a few minutes ago you said 
that you used the rough figure of 6,000 men as the number employed ; 
on making tanks. Did you mean employed in the ank arsenal ? 

General Crawrorp. In the plant. About 6.000 in the over-all 
manufacturing activity in the plant. 

The Cuatrman. In the plant? 

General Crawrorp. Tanks, tank parts, and spare parts for tanks. 

The CuairMan. Now, that is outside of these? 

General Crawrorp. Interstate. 

The Cuarrman. Administrative people? And it does not include, 
I take it, the employment provided by tank manufacturers when they 
subcontract ¢ 

General Crawrorp. Oh, no. They are the people who ship through 
the gate at Centerline. 

The Cuatrman. And you are running one tank line; is that right? 

General Crawrorp. We are running one tank line. 

The Cnamman. Now if you ran at the peak of efficiency—that 
would be four tank lines—how many people would you employ in the 
tank arsenal making tanks? 

General Crawrorp. We wouldn’t begin to increase our production, 
if at all, because we would have to go outside. Our machine-shop 
capacity is fairly stable now, and the people required to assemble 
tanks. It would cost less the an running full rate there. The Center- 
line full rate cost less than 2 percent. 

The Cuairman. You say your machine shop is employed fully now ? 

General Crawrorp. Fully, well loaded. 

The Cnamrman. One shift or three shifts? 

General Crawrorp. In many cases, up to three shifts. 

The Crairman. These 6,000 people are not all one-shift people? 

General Crawrorp., Oh, no, they are not all one-shift people. You 
asked about the assembly line. We are running the one shift and not 
full capacity. 

The Cuairnman. That is very interesting. 

General Crawrorp. About 60 percent of our machine-shop capa- 
city now is on parts for maintenance and rebuilding and stuff we can 
be building all along. 

The Cuamman. How many would you employ out there ? 

General Crawrorp. I don’t think we go over 10,000 employees in 
all. I do not believe Chrysler has even 10,000. Your capacity to 
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employ people there is limited, you see, because as your single-line 
rate goes up, the proportion of material you buy on the outside 
increases, 

The Cuatrman. However, if you did increase ‘your production to 
four lines and increased your employment there to about 10,000 people, 
you would then have to feed out a good many more subcontracts ? 

General Crawrorp. Oh, yes. It would mount right up. 

The Cnarrman. And now that there is a greater willingness to 
take these in the Detroit area, it would increase the business in small 
busmess as well as Jarge business in the Detroit area ? 

General Crawrorp. It would. That would take a period of some 
months for it to materialize. 

The Ciaran. Why? 

General Crawrorp. Because it takes that long to get people tooled. 
You can’t take a machine that has been making engine parts or some- 
thing like that today, and put it on the tank parts tomorrow. It takes 
months to do that. It takes months on ordering material to get it in. 
That is not something that can move from one thing to another. 

The Cuatrman. The previous witness, Mr. Matthew Smith, said 
that he detected a dragging of feet in the machine-tool industry from 
the standpoint of the expanding and the providing of the tools which 
are how urgently needed. Do you agree with that ¢ 

General Crawrorp. I can’t say they are dragging their feet and 
spending money. I do bade in many cases we have trouble in getting 
the production, particularly in the heavy lines of work, the produc - 
io. up to what we like to have it because of difficulty in getting 
machine tools. 

The Cnatrman. Are you noting reluctance in the steel-tool 
industry ¢ 

General Crawrorp. I don’t think it is reluctance. It is a matter o 
that you want to tool now, it goes at the bottom of the list. 

Senator Fercuson. What is that lag? 

General Crawrorp. Oh, I think you will find now the machine-tool 
companies have about 18 months’ work in front of them. 

Senator Frrevson. In other words, it takes you 18 months to get 
machine tools? 

General Crawrorp. Unless we get a special priority . 

Senator Frrevson. What kind of a special priority do you have 
to have? 

General Crawrorp. I don’t know what the DO rating would do 
right now, sir. As a rule, it puts a tool back of everything else we 
have on there and we have some months of work to come up. 

Senator Frreuso~. How long would it take to get some of these 
tools if you had the highest priority ¢ 

General Crawrorp. I think if you take the defense economy on top 
of the merchant economy, the particular general purpose tools would 
come directly to us from other places. 

Phe Cuamman. What is that again? Are they delivering tools 
for civilian work and putting your tools back ? 

General Crawrorp. I think, generally speaking, we are taking our 
place along the line. 

The Cuamman. At the end of the line? 
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General Crawrorp, If you order new tools, I don’t know that it is at 
the end of the line, but you certainly go down to the bottom of your 
current orders, the DO rating. 

Senator Frerauson. Yes, your own current orders 

General Crawrorp. Yes, and certainly some of that. I am quite 
sure that a certain percentage of what we build on machine tools now 
is only built on defense tools. 

The Cuairman. A certain percentage of it 

General Crawrorp. Yes. I don’t understand— 

The Cuaimman. Lam not quite sure I have your thought on it. Do 
you have any feeling that there ought to be a greater sense of urgency) 
in the priorities given ¢ 

General Crawrorp. I feel this way about it, sir. If we are going to 
get about this thing and get it done and get the readjustment, that 
must come, aud probably the cheapest way to do it would be a defense 
economy over the commercial economy relations, and allow it to be 
taken by way of the priority what it could take of the resources, and 
then allow all the rest of it to be picked up in competition by all other 
commercial activities. I think we built tanks that way. We built tanks 
over the past years when we felt everything else lag over us. I know 
what it feels like. ’ 

The CnairmMan. This is very interesting because you are saying, I 
believe, that defense is not being given priority / 

General Crawrorp. Well, I started a little while back to go back 
to last summer and I would like to give you just one instance—the 
figure, too. The DO ratings setting aside the 5 to 15 percent of the 
various materials for the defense economy come into effect along in 
November, I think it began in October, the effect of it struck us in 
December. Well, it immediately put the manufacturer working for us, 
all of them all over the country in a position to have to go out and 
find that 15 percent or 5 percent or whatever it was. The result of it 
was that the deliveries were of short lead term. Material that comes 
hot from the rolling mill and goes right straight through the stamp- 
ing presses and comes to us in very short time, the material for that 
delivery in December was set forward to March because the supplies 
were used -the whole quarter was used up. 

The Cuatrman. In other words, the fact that 85 and 95 percent of 
the material was going to other than defense work, by the time 
the people got through taking 85 and 95 percent, more than 100 
percent was gone, and you couldn't get your stuff, is that the idea / 

General Crawrorp. In the case of many manufacturers 100 percent 
was gone because many of these people could not go to the mills, you 
see. It hurt the small manufacturer more than anyone else. and what 
happened was that I wrote a letter to General Ford late in November, 
which, from the reactions that we were getting and from our vendors 
we realized what was going to happen. I wrote to him and told him. 
In a few days it went right on up asking for some action on it, and 
one thing we did get was a representative of the NPA to come out 
and sit down right with our people and make these deliveries all the 
way across the board. But the damage had already been done. Where 
it failed to do it in December, it was February as a rule before that flow 
could be established again. 
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The CHarman. What you are saying, General, is that you ought to 
have had an allocated rather than a hunting license ? 

General Crawrorp. We should have had an allocation. It should 
be possible to get it rather than try to skim it off the top. 

Senator Ferauson. General, if you had done that, then you would 
have taken 100 percent and there wouldn’t have been any civilian 
employment at all. 

General Crawrorp. No, we wouldn't have taken 100 percent. 

Senator Fercuson. How much would you have taken? 

General Crawrorp. We probably would have taken not much more 
than 5, 10, 25 percent. We would have gotten it at the place 

Senator Fercuson. Now, can you tell us whether there is a shortage 
in steel as far as your plant is concerned? In other words, if I am 
a subcontractor and you gave me a contract today, am I able, with 
my men and tools, to manufacture tomorrow; can I get the steel or 
the material ? 

General Crawrorp. You might have some trouble. 

Senator Freravson. Why? 

General Crawrorp. Because of the way we hold the whole set-up. 
We usually find that the large firms who will buy in large quantities 
do not have too much trouble. 

Senator Fereuson. Wouldn’t you give me a DO order? 

General Crawrorp. I would give you a DO order, yes. Then You 
would have to go out and shop around to find the source where the 
DO could be purchased. 

The Cuatrman. For the record, what is the DO? 

General Crawrorp. I can’t tell you what it is rrght now, but it is a 
matter of record. I have an idea it is around 25 percent, something 
like that. I don’t know. 

Senator Fercuson. But they are only using about 6 percent of the 
steel ¢ 

General Crawrorp. That’s right. 

Senator Fercuson. In the defense production ? 

General Crawrorp. That is quite right. 

Senator Frreuson. Still you say that the DO's are taking 25 per 
cent ¢ 

General Crawrorp. I say the 25 percent of it is subject to the DO. 
I think it is around there. Something like that. 

The Cuarrman. Not only military, but also defense-supporting ac 
tivity comes into that? 

Senator Fereuson. You might give me a DO for your plant; some 
body else might have a DO for a jet engine and he would go into me 
and I may go te my normal source and get the material and send it to 

California? 

General Crawrorp. Yes, and you as the small manufacturer would 
not have too strong a buying stand, and not have the telephone over 
head system to help you in reaching Nation-wide; that would be the 
situation. 

Senator Frrevson. So you don’t guarantee a man with a DO that 
he is going to get the material? 

General Crawrorp. It is his job to go out. That is what we obtain 
them for, to get the mater ial. 

Senator Fercuson. But is it true that you may have conflicts? Sa) 
there are five subcontracts or five contractors. They go out to get the 
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order. They go out and shop all over the country trying to get steel 
to make that part, and, if successful, they can tie it up. But only one 
of them gets the contract. Isn’t that possible? 

General Crawrorp. I doubt that they are doing that. I don’t think 
they spend that much money and time ona job until they get it. 

Senator Ferauson. In other words, they wait until they get it, and 
then there is that lag again ? 

General Crawrorp. Y es; I believe that is more nearly the way it is 
done. 

Senator Frerauson. Yes. If they did it in advance it would tie 
up much more; but you don’t think they would take that chance? 

General Crawrorp. I don’t believe they would. I don’t believe I 
would. T believe I would wait until I got the job. 

The Carman. Well, General Crawford, awhile ago you said the 
small-business men are—— 

General Crawrorp. I think it takes up more than the larger firms. 
They have a much bigger buying staff and they don’t have the gen- 
eral widespread associations. They get their steel from perhaps « one 
warehouse. 

The Caairman. If the warehouse doesn’t have the steel, they are out 
of luck? 

General Crawrorp. They have to go somewhere else for i 

The Cuarmman. Well, General, one witness Saturday ad he had a 
subcontracting job and he lost the contract because he couldn’t get 
the steel, even though he had a DO order? 

General Crawrorp. That is possible. 

The Cnamman. Do you believe this situation can be helped by the 
NPA? 

General Crawrorp. Yes, sir; I do. 

The CratrmMan. You think the NPA is going to be adequate to 
handle this job? 

General Crawrorp. I think it can be made adequate. I think it is 
going to take a very large organization, a lot of people, and it will be 
hard to enforce. 

Senator Frrevson. Well, when in your opinion will NPA get to 
working ? , 

General Crawrorp. I don’t consider myself in a position to give 
an opinion on that, sir. 

Senator Frrcuson. It will be months, though, will it not ? 

General Crawrorp. Yes; I believe it will. I think it is turning 
over now but I think it will be probably 2 or 3, 4 months. 

The Cramman. What you are saying is that there should have 
heen an NPA 6 months ago? 

General Crawrorp. Well, I am just giving you one man’s thought. 

The Cuarman. That’s right. You are very experienced and we 
have respect for your judgment. We would like to have your opinion. 

General Crawrorp. What this defense programing is, to get the 
entire picture, the adjustment comes more quickly, the quic kest pos- 
sible—if you tie up less material and they would have to go out and 
place contracts for material and no more, they would have done a 
better job of scheduling. They are willing to go out and try to grab 
the entire thing for a whole lot of contracts at one time, but instead of 
having it flow, they can’t store it any more than we can. We don’t 
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want the stuff to come in piles. We prefer to have it even less than 
30 days, a 30-days’ inventory in our plant. We have less than that, 
generally speaking now, too. 

~ The Cuamman. You think there is a shortage because people have 
been going out and grabbing up stuff and storing it ¢ 

General Crawrorp. I don’t know. I think they are more inclined 
to do that than they would be if they could get a fresh pr mara I 
think they would ic. If these little men knew they could get it, they 
would be less reluctant to take it. 

The CuairMan. Getting back to this question of the employment 
situation in this area which is a very serious thing in town, this com 
mittee is familiar, of course, with the general polic v which I believe 
Was put out by General Marshall, and, I think, in his coneeption of 
dispersing of plants, not making them subject to a single atomie bomb 
and also the conception that there should be parallel plants so that you 
could have a stand-by situation over a period of a decade of tension ? 

General Crawrorp. Yes, sir. 

The Cuarman. But we were told here Saturday and some of us 
knew already that some of the parallel plants which we supposed 
would operate parallel to Detroit plants, which would be put into 
high-speed production in a time of sudden emergency perhaps 3 years 
or 5 years from now, are being located in various parts of the country 
distant from Detroit without a large labor supply, without housing 
facilities, sewage facilities and so on, which would appear to make it 
quite impossib le for a sudden transfer to that place trom the civilian 
production in Detroit to tank production in Newark, Del., for exam- 
ple. Now, are you familiar enough with the thinking in the military- 
planning circles to be able to tell us why, if they are going to set up 
this parallel system, they don’t do something along the line of the 
Packard system of setting a plant up in Utica, which is close enough 
to Detroit to be dispersed as a practical matter by attack, but never 
theless to be in the Detroit labor area and use this great centralized 
pool of skill we have here as a national asset / 

General Crawrorp. Of course, let’s look at the plant going up in 
Centerline, where they have 1,000,000 square feet, and another PZ 
000,000 somewhere else to support it, and that other 10,000,000 of 3 
” ill be found in the Detroit area because that plant would be oper nei 
by Chrysler. It is very heavy in the Detroit area, and in operating 
the plant at Centerline it immediately went in, that plant was built 
up, and they are practically making everything inside the plant, but 
very shortly after they got going the transmission went out, and auto 
mobiles and stuff like that ceased to be made by the C hrysler Corp. 
That moved into the Chrysler structures around Detroit, so it would 
again—and there would be a shipping unit—say there is a transporta 
tion problem. Let’s look at it this way. You get into a war, and we 
are not going to use those tanks in the United States. They are going 
to be used, we hope, on foreign soil. 

The Cuatrrman. We hope. 

General Crawrorp. And the movement of materials from the ma- 
chine shop across the country—say you assemble a tank in Detroit and 
ship it here to the eastern se aboard. One tank goes on one flatear, anc 
you can ship a boxcar, you can ship engines ahd transmissions and 
other things much more satisfactorily. The basic logistics is toward 
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the right place, you see, and it would probably be, from that point of 
view, more economical to have all of our assembly plants near the 
ports and our subcomponent plants in this area because you can build 
a subcomponent part, make them in the multiple-story buildings you 
have around here, but when you come to assemble the tanks themselves 
you have got to bring them right down on the ground. That is exactly 
what is going to happen. That is the case all across the board. 

The Cuamman. General, who is going to assemble those tanks; 
where are they going to live ¢ 

General Crawrorp. Well, that is a pretty big plant. Delaware is a 
very short distance from Philadelphia and W ilmington, and they are 
going to be in the same situation as the people around here. 

Senator Frrauson. You have no complaint to dispersing the tank 
plant in Delaware? 

General CRAwrorp. No, sir; I have not. I think we are pretty well 

here. We will have two tank plants. We will have two in this 
area. We will have the Detroit arsenal; we will have the Ford plant 
they are building in- 

Senator Ferguson. That is the dispersed plant in Plymouth ? 

General Crawrorp. That is the dispersed plant in Plymouth, and 
we have a transition from tanks to tractors, and we have the gun plant 
that Fisher will operate. 

Senator Fercuson, Up in Flint? You have the Cleveland plant. 

General Crawrorp. I talked to Mr. Arons, and he said, “When are 
you going to begin making things in Detroit?” I said, “Mr. Arons, 
that is entirely your business; we are not telling you how to do this. 
We will need an assembly plant, and what you do when you begin to 
make parts for the plants in Detroit is a matter taken care of within 
the judgment of Cadillaec’s division of General Motors.” 

The CHAtRMAN. One of the reasons you'd give for dispersing this 
plant in the East would be the facility of shipment of the tank to 
Europe, I take it: is that correct 4 

General Crawrorp, Well, that is one thing. That is one good 
factor. 

‘The CuatrMan. | was going to say that if the St. Lawrence seaway 
were built, wouldn't it be economical to produce the tanks in the area, 
to assemble the tank in the area where the parts are produced, and 
put it on a ship here and send it to Europe ¢ 

General Crawrorp. Could be, ves, but we would still have a pretty 
good situation in this area with three plants right in the lower 
Michigan area here, _ then our engines all being made, for a large 
part are being made in Muskegon; or with Buick building a large 
portion of the snmimaninaiaiis and the entire General Motors structure 
being back of the plant in Cleveland, and with the amount of trucks, 
the number of trucks which we would have coming off, we have one 
fine example of having trucks come off the same assembly line, mili- 
tary trucks with the commercial trucks. We have another case of 
that in the Chicago area, and whether or not there are others at Reo 
and General Motors who do it that way, we don’t know. 

The CrarrMan. General, you have been very helpful to the com- 
mittee. TI am going to ask a question here for Governor Williams. 
Since the small business has trouble getting materials to fulfill your 
subcontracts, is there any tendency on the part of the tank arsenal to 
favor big business ¢ 
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General Crawrorp. No; not at all. We are going all-out to make 
every effort to give small business an equal opportunity. In fact, we 
have in each one of our establishments a small-business expert who 
is there for the purpose of assisting. 

The CuatrMan. That is fine. 

General Crawrorp. We have in the center a large display which 
would not only take care of displaying the items needed by our own 
plant—— 

The CHarrMan. I think that is unusually fine and shows initiative 
that you have exercised. I'd like to see you step up your production, 
because I think we are going into a very serious situation here. 

General Crawrorp. I would just like to add. I told you a. number 
of facts. As we go back into production on tanks, we have found it 
has been difficult on the part of the people making the heavy com- 
ponents, some of the parts to rebuild that technique. There is a lot of 
welding that goes into the material, the welding that is necessary, the 
stainless electrodes required of that work on thick sections of high 
alloy steel heat treated. It takes quite a while to train those people, 
and that has come back slowly. It is going to be affected by the ability 
to get machine tools at ar ate at which we can ae the large compo 
nents. Right today and the rest of the yea ‘will show what the 
control will do. 

Senator Fercuson. So you just can’t step it up? 

General CRawForp. We just can’t step it up. 

The Cuatrman. Well, General, you played a very fine part in the 
last war, and don’t you feel, if real steam were put behind this thing 
and someone should say, “We have got to get these tanks,” we could 
step up the production ? 

General Crawrorp. On top of the commercial economy, it could 
be done. 

The Cuarrman. If they said this production could go forward you 
could make more tanks faster, couldn’t you? 

General Crawrorp. There is no doubt about it. It is competition 
with the commercial economy that is holding us back somewhat. 

Senator Frereuson. Of course, if we went to war tomorrow, you 
would have to? 

General Crawrorp. We would have to then. We have the basis 
of moving very fast. 

The Cuairman. You do have the basis of moving very rapidly. 
and you have the basis of moving employment up very rapidly, too/ 

General Crawrorp. Yes. 

The Cratrman. Let me ask you a general question here. You 
are not one of the Joint Chiefs of Staff but you are a high ranking 
officer. Don’t you feel that the danger of an atheck on the United 
States is proportionately less as our strength goes up, and, at the 
speed at which it goes up, don’t you think there is less chance of an 
attac x if we armed rapidly rather than take it easy and arm by about 
1955 

General Crawrorp. Yes; I believe pt, and I believe the mor 
rapidly we get ourselves some sort of a reserve the less impact on 
the economy “would be in case of an all- ae war anyway, because we 
would not have to go to these extreme peaks of production in a short 
time to obtain the large- quantity supplies. 
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The Cnuarrman. So would it be fair to say that if you were taking 
into consideration your own personal military judgment and your 
own personal judgment that you would—I am not trying to get you 
at cross purposes here, but would you agree it would be a desirable 
thing from a military standpoint, from a security standpoint, and 
from an employment standpoint that we should step up production ‘ 

General Crawrorp. I think this, we should step it up to where we 
vet a reasonable reserve. We should have at all times some continuous 
production. We should get ourselves in a position where we have a 
surplus of equipment. We should be building some of it right along 
all the time. 

The Cuatrman. Yes. The tank program now is behind, it is be 
hind and Gereral Eisenhower's program in Europe on equipment is 
behind, is it not—and here we have a situation which I want to em- 
phasize is not your fault—would it be fair to say that you are going 
forward at one-fourth of your possible speed ¢ 

General Crawrorp. That is what it amounts to and what we are 
supposed to do. 

The Cuairman. I think that is one of the things the committee 
might look into when we get back to Washington. 

Senator Frrcuson. I want to ask you this. Do you know how much 
of the civilian employment in other places in the United States, and 
even here, that you would throw out of work if you put it ou a four-line 
basis, two lines for two shifts ? 

General Crawrorp. I couldn’t possibly say, Senator. 

Senator Frrevson. Isn't it possible that the people who are plan- 
ning it in Washington are looking to see whether or not they can find 
that out, and, therefore, they are not speeding you up because they 
may throw out more civilian employment that you would possibly 
take over here ? 

General Crawrorp. To put that one thing on two lines, two shifts— 
I think that is too high for it to go and it would have an adverse 
effect. I think that is too much. We need to bring these other 
plants, we need to bring in Ford and Fisher and American Loco- 
motive along also from arichis a military standpoint of view. 

Senator Frreuson. Rather than just speed up your one plant / 

General Crawrorp. Yes; rather than speed up our one plant. 1 
think though that we do need—even for them to come in when they 
should and get the production they should, we still need—I think 
their plans will tell you that right now. We now have Ford, Fisher, 
and C hrysler all in the market, “subcontractors, and they will tell you, 
as the manager of the Ford plant told me recently, the going is pretty 
tough. 

The CHairmMan. Those are all very competent manufacturers, Ford, 
General Motors ¢ 

General Crawrorb. They certainly are. 

The Cuamman. They know how to make things they have made 
before, isn’t that right? Well, now, do you feel there is the same lack 
of urgency so far as the programing of this thing is concerned? I 
don't believe this is the manufacturer's fault perhaps, but so far as 
the programing is concerned in your plant—— 

General Crawrorp. I think they are going to run into the same 
competition, and will have about the same difficulty we had which 
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was somewhat alleviated by the Controlled Materials Plan, if it comes 
in, and all the work we have done. 

The CrairMan. Now, you are speaking of tanks only / 

General Crawrorp. Tanks, only. 

The CuHarrman. Isn't the same general lackadaisical attitude 
apparent also in other military production ¢ 

General Crawrorp. It possibly is. I believe the close relationship 
between commercial-truck and military-truck manufacture will 
alleviate it somewhat. 

The CuHatrMan. We thank you very much, General. 

General Crawrorp. You are welcome. 

The CHarrmMaNn. We may ask you to come back again after we have 
gone further into this. 

Is Mr. Irving A. Dutfy, from the Ford Motor Co., here ? 


STATEMENT OF IRVING A. DUFFY, FORD MOTOR CO., 
DETROIT, MICH. 


Mr. Durry. I have a prepared statement. 

The Cuairman. Will you state your name and business, Mr. Duffy ¢ 
We want it for the record. 

Mr. Durry. My name is Irving A. Duffy. Iam a vice president of 
Ford Motor Co. in charge of purchasing. 

Mr. Chairman and gentlemen: I want to thank you, Senator Moody, 
for vour helpful letter of July 9, in which vou listed some of the ques- 
tions of particular interest to you and other members of the com- 
mittee. In the course of my statement I hope to answer all of them 
as best I can. I hope also to make it clear why the impact of the 
defense program upon business and upon unemployment is a matter 
of creat concern to Ford Motor Co. 

The CratrMan. T might say, Mr. Duffy, thev are of great concern 
because you were, I believe, the first man who came to my office after 
I was appointed to the Senate and expressed concern about the situa 
tion, and the concern you expressed is one of the reasons I felt we 
should hold this investigation. I think the country is entitled to 
know and is indebted to you in this situation. 

Mr. Durry. We feel we can speak with some authority on the sub 
ject on small business, despite the fact that Ford Motor Co. is today 
considered big business. There was a time within the memory of 
many of us when Ford Motor Co. was a very small business, indeed. 

I want to state quite frankly that we be lieve that if, our Govern- 
ment were to make sentimental decisions based upon the false premise 
that small and big business are in fundamental opposition to each 
other, the health of our economy would be undermined. 

The fact of the matter is that Ford Motor Co. is in direct partner 
ship with more than 6,000 companies—some relatively small—some 
relatively big. They are the corporations which supply us with the 
materials, parts, and supplies in the making of trucks, cars, and 
tractors. They and their employees make their living out of manu 
facturing Ford cars just as we do. 

Customers who buy Ford cars put money into the hands of the 
Paris, Tenn.. branch of the Holle ry ¢ ‘arburetor Co.—an organization 
employing 180 people. Part of the purchase price goes to the Oak- 
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land Machine Works, of Royal Oak, Mich. Some of it goes to Lanett 
Bleaching & Die Works, of Lanett, Ala.; some to the Modine Manu- 
factur ing C o., of Whittier, Calif.—and large hunks of it to thousands 
of other enterprises scattered over the whole map of our country. 

Senator Fereuson. Those that you named are not subsidiary 
are merely subcontracts 

Mr. Durry. Yes; all subcontractors, suppliers to the Ford Motor Co. 

I do not want to take your time in trying to describe the complexi- 
ties inherent in manufacturing motorcars in partnership with more 
than 6,000 other enterprises. But true answers to many of your 
questions and a real understanding of the impact of the defense effort 
on all of us—small and large—are impossible without an educated 
insight into how we operate. 

Let me show why this insight is needed in order to appraise the 
situation regarding steel inventories 
that I cover. 

To meet market demands for our cars and trucks we have to as- 
semble and sell hundreds of different types of vehicles. This you can 
readily understand. 

It may surprise you to know, however, that even in our final assembly 
plants we must put together at least a thousand different subassemblies 
to make each type of vehicle. These different subassemblies come 
from many different fabricating plants. Some are within the com- 
pany; many of them are outside. 

These fabricators, in turn, have their own suppliers who furnish 
component elements for subassemblies. Backing them up _are the 
many supphers who convert raw materials into the component ele- 
ments. This final tier of suppliers must, in turn, order and receive 
from the basic producers—such as steel mills—the specific types, 
sizes, and grades of material required to make their particular 
components. 

Let me give you an example of how this operates, so that you can 
see the interrelation of these elements at work and the time lags 
which have to be taken into account in every process of scheduling 
any one of the elements that finally go into a finished motorcar. 

We decide to build a passenger car with an overdrive transmission 
that has taken years to invent, design, and test and perfect. 

The assembly plant must order, as one of the thousand different 
subassemblies required to build the car, an overdrive transmission 
from the transmission plant. 

The transmission plant must, in turn, order the overdrive assembly, 
one of the components of the transmission, from an overdrive plant. 

The shaft—one of the components of the overdrive assembly—is 
ordered from a machining plant, which, in turn, orders the rough 
forging for the shaft from a forging plant. The forging plant must, 
in turn, order the particular size, type, and grade of bar steel from 
steel mills. 


, they 


one of the matters you asked 


As you gentlemen may have learned, one can get into a great deal 
of trouble by looking upon “steel” simply as “steel.” In our own 
operations alone we use almost 1,300 different shapes and sizes of 
steel fabricated for our use under very particular specifications of 
physical and chemical characteristics. 

To allow for these many complex material ordering and scheduling 
relations, we have found that we must start the orders from th 


, as- 
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sembly plants about 4 months in advance of intended use so as to 
permit each tier of subcontractors to pass down their orders and allow 
the final subcontractor to give his order to the steel mills in time 
enough to provide the steel in the shapes and sizes and physical and 
chemical characteristics specified. 

Actually, since a certain amount of time is required by the assembly 
plants to break down the scheduled production of vehicles into the 

various subassemblies, we have to plan our programs 5 months in 
advance of final production. 

Now as you can readily see, this means that at all times there is ¢ 
constant float of 5 months’ material orders in our program When, 
therefore, reductions in final production schedules are ordered to take 
effect, within any 5-month period, the inevitable result is a temporary 
piling-up of specially fabricated material in excess of desirable re- 
quirements, 

The Crarmman. May I interrupt, Mr. Duffy? Your point there 
is that this is material that has already started to move through your 
fabricating process, is that right ? 

Mr. Durry. No; that is not right. 

The Carman, It isn’t just steel bars or sheets piling up in a 
warehouse somewhere? ‘This is partly fabricated material, 1s that 
correct ¢ 

Mr. Durry. No; I am talking solely about steel which is ordered 
from the mills, which must be ordered, if it is going to be used at a par- 
ticular date, 5 months before. I want by that to ‘illustrate the inven- 
tory situation and the effect on that situation today of NPA orders and 
to make a point with respect to that subject. 

The CHairmMan. All right, sir, go ahead. 

Mr. Durry. The whole process is a little bit like driving a car at 
70 miles an hour. When you step on the brake, even under ideal cou- 
ditions it takes about 350 feet to come to a stop, whether you like it or 
not. 

This essential time lag between placing parts and material orders 
and actual production we and our suppliers call lead time. If I use 
that phrase hereafter, 1 hope you will know what I mean. 

Senator Ferguson This is what Bill Knudsen one time talked about 
when he said that you can’t hatch an egg out any faster with two hens 
than you can with one? 

Mr. Durry. Yes. It is part of that picture; yes, sir. We order steel 
for our own use in such a way that if lead times are properly allowed 
for and if deliveries are made on schedule, we will always have about 
25 days’ steel inventory on hand. ‘This does not, of course, include 
steel on order and in float for delivery some time within the next 5- 
month period, nor inventories of suppliers who are obliged to deliver 
parts during that time. 

I think that answers Senator Moody’s questions. 

In our own operations, Ford itself fabricates about three-quarters 
of a ton of steel for each vehicle. Since our scheduled daily produc- 
tion for January 1951, was 7,132 vehicles we should have had on hand 
January 1, 1951, 134,000 tons of steel ee OEE ROM 25 days’ supply. 
Our actual inventory amounted to about 2514 days’ supply which was 
pretty nearly perfect. 

The Criarrman. Now, in what form was that ? 
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Mr. Durry. All forms. I pointed out a moment ago that the steel 
which we use in our manufacture is in 1,300 different shapes, forms, 
physical, and chemical specifications and analyses. 

Governor Wituiams. Mr. Duffy, was your “pee apie fairly satis- 
factory to you between the different kinds of work, or short in some 
and long in others? 

Mr. Durry. An ideal balanced condition in steel is but an ideal 
and it is seldom attained. In time of great freedom in steel supply, 
of course, you can approach it. Not only do you need great freedom 
of steel supply but level rates of production. Then, of course, you 
can approach that ideal much more closely. Where, however, you are 
in an era of shortages of particular types of steel, as we are today, 
ind, as Tam going to show here, where your production schedules are 
not stable, you are in an unbalanced condition practically all of the 
time, and some of these imbalances are very serious. 

Senator Frrauson. Have you had official notification from Wash- 
ington that there would be no charge in the fourth quarter for the 
steel ? 

Mr. Durry. No, sir. 

Senator Ferguson. I saw it in the press. You haven't had it yet? 

Mr. Durry. No, sir. 

The Cuarrman. Off the record. 

(Discussion off the record. ) 

Mr. Durry. May I proceed with this? I would like to call your 
attention to the fact again that on January 1, 1951, based on our then 
scheduled daily rate of production, we had a certain inventory of 
steel in the Ford Motor Co. which, if perfect, would have maintained 
itself in relation to our orders to produce this many vehicles; that 
was on January 1. 

At this point, however, NPA Order M-12, which 'imited the use of 
copper during the first quarter of 1951, became effective. We had 
already put into the float, orders for steel sufficient to build 729,050 
vehicles from November 1, 1950, through March 31, 1951. That was, 
of course, in recognition of that lead time. 

As a result of the copper order, we were obliged to reduce this 
program by 62,684 vehicles, 

The CHarrMan. So in that case your point was not steel, it was 
copper ¢ 

Mr. Durry. It was at that time, but here is the effect it had on our 
nventory. This meant that in the ordinary run of things we could 
expect our steel inventory on April 1 to be 47,000 tons above our 
nventory plan. 

During this period, however, many of our suppliers suffered acute 
shortages, and we were in a position to help these partners of ours 
by selling them 32,000 tons of steel, and an additional 17,000 tons to 
(yovernment directive programs, at Government direction. <All of 
this steel was, of course, sold by us at market prices, even though we 
had been able to obtain a large part of it only by paying conversion 
costs. - 

The result of all this—plus the use of substitutes for copper—was 
that by April 1 our inventory had been reduced to 126,356 tons, our 
standard 25 days’ supply. You will recall that Government regula- 
tions recognize minimum practicable working inventories of steel up 
to 45 days’ supply. 
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After studying various limitation orders then going into effect, and 
using our best ingenuity in finding ways to use ‘substitute materials, 
we arrived at a revised production schedule of 799,812 cars and trucks 
for the period from February 1 through June 30, 1951. That is 
your 5-month period. 

However, on March 7, NPA issued Order M47 forcing another re- 
duction during the second quarter. And on June 1, with only 1 
month remaining in the quarter, an amendment to this order was 
issued requiring a further reduction of second-quarter production. 

The effect of these orders was that, although we had ordered parts 
and materials to build 799,812 vehicles, we would now be permitted to 
make only 711,320. From the standpoint of our own steel require- 
ments, it meant th at we had again found ourselves in the position of 
having on the books of the steel mills orders for 66,369 tons beyond 
the revised object ives. 

In attempts to deal with this situation we reduced future orders 
and sold another 25,000 tons to parts supphers and 7,000 tons to 
Government directive programs. 

But this did not completely rectify the situation. The truth is 
that the June 1 cut-back caught us flat-footed with no room in which 
to turn around. We could not adjust orders for steel for second- 
quarter production. We were already two-thirds of the way through 
the quarter in final assembly—with steel on hand and more coming 
in that had been ordered months before. 

The result was that, in spite of our efforts to reduce inventory in 
line with production, our stocks remained at 126,423 tons as compared 
with the revised planned inventory of 101,500 tons. 

The Cuairman. Therefore, Mr. Dutfy, as I understand it, you have 
an extra 25,000 tons of steel which you say is there because of the 
fact that you have to program this production in advance ¢ 

Mr. Durry. Yes. sir. 

The CuatrmMan. And you had steel ordered to come in 4 

Mr. Durry. Yes, sir; and now we propose to remedy that. IT am 
going to make a specific recommendation with respect to this, because 
it is very obvious that any company that is in business and is produc 
ing can be put in the position of having an infinite number of days’ 
supply by reducing its production to zero. That is in light of the 
fact that orders for materials require 5 months’ lead time. As I 
tried to point out, I think it is apa important, where orders 
are issued curtailing production, that there be sufficient advance notice 
to cope with that situation so that proper adjustments for production 
in all its phases can be made. 

Senator Ferevson. Otherwise, you don’t save material at all, isn’t 
that about it? You don’t save any? 

Mr. Durry. You don’t save-it then. You have to save it at a later 
date. 

The CratrmMan. You would save it by purchasing in lesser quantity / 

Mr. Durry. Yes, sir. I will show you how that goes. 

Senator Ferauson. You don’t save it in June because you have 
already ordered ; some of it is on your shelf ? 

Mr. Durry. Yes, sir. It is received as material. It does not go 
into production because you are not permitted to make products, but, 
as for its availability Nation-wide, it is right there. 
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The Cuarrman, Well, isn’t it the fact though that you said here that 
you have sold, at one point there, 25,000 tons; a little farther back in 
your statement you sold another amount of steel ? 

Mr. Durry. That is 57 and 17, which is 74, and 7, or about 81,000 
tons of steel we disposed of during this period. 

Senator Ferauson. It is only a “small amount; 7,000 tons went into 
the Government and the other went into your producer. 

Mr. Durry. To our parts producers; yes. 

The Carman. So asa matter of fact, these cut-backs have resulted 
in the Ford Motor Co. selling to smaller — ers 81,000 tons of steel 
which they probably would be glad to get 

Mr. Durry. On that figure, Senator, we have to take off the 17,000 
and the 7,000 tons which the Government directed into its programs, 
such as the rail program. 

The CHarrman. Yes. A very substantial amount of steel was taken 
to be sold to small businesses in general. 

Mr. Durry. To small businesses who supply us. The result of the 
NPA orders was that, in spite of our efforts to reduce inventory in 
line with production, our stocks remained at 126,423 tons as compared 
with the revised-planned inventory of 101,500 tons. This amounted 
to 31 days’ supply at the newly reduced schedule. Let me again 
remind you that this was steel of hundreds of different shapes and 
sizes and physical and chemical specifications fabricated for our par- 
ticular uses. I think Governor Williams brought that out a moment 
ago. It is hundreds of different shapes and sizes of steel, some of 
which are out of bounds, some of which are in bounds. 

We had by this time laid plans to bring the inventory into line 
during the third quarter of 1951 by reducing orders. NPA Order 
M-68, issued on June 2, 1951, further limiting passenger-car produc- 
tion for the third quarter, together with proposed reductions in truck 
schedules, makes this objective difficult, but we hope to achieve it. 

We had ordered, under the provisions of M-—47¢, parts and steel 
adequate to build 683,000 passenger cars and trucks during the 5-month 
period May through September 1951. It now appears that our allow- 
able production will be around 600,000 vehicles during this period. 
If no further diversions or order reductions could be accomplished, 
this would result in an inventory as of October 1 of 11 days’ supply 
over our ideal, based wpon this reduced production. We have ad- 
justed our orders downward to this extent; and, if no further retro- 
active production schedule cuts are made by the National Production 
Authority, we believe that by October 1, 1951, our inventory will be 
at the planned 2 5-day level. ; 

This detailed answer of the chairman’s question on inventories en- 
ables me to answer the other questions much more simply. 

The net effect of the defense program on our production is told in 
five figures. During the year 1950, we produced an average of a little 
more than 500,000 cars, trucks, and tractors per quarter. During the 
first quarter of this year, we produced 465.340. Our total for the 
second quarter of this year was 438,899. Under circumstances exist- 
ing at this moment, the most we have been able to plan for the third 
quarter is $361,396, and for the fourth quarter, 3585-40. 

This last figure is 35.6 percent below our actual production during 
the second quarter of 1950, when hostilities commenced. 
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The effect on our employment cannot be stated quite so simply. 

During the third quarter of last year, we kept 89,439 hourly em- 
ployees busy in the State of Michigan. On July 3, 1951, we had 74,978 
hourly employees in Michigan, including defense workers, a reduc- 
tion of 14,461, or 16.2 percent. 

The fact is that today we have only 435 hourly employees working 
on defense contracts in Michigan. 

The Cuamrman. [think we should emphasize that point, as a great 
many people around the country don’t understand it. Senator Benton, 
as you know, is a highly informed and highly intelligent man, and he 
seemed a little « aghast when he learned there wasn’t a great amount of 
conversion going on in the Detroit plants. He thought they were 
all being converted; when it developed almost no conversions were 
taking place, it was a great surprise to the Senator and a great sur- 
prise to other people. “I realize that, in line with the parallel, with 
the policy of the Secretary of Defense—— 

Mr. Durry. We are going to show some conversions but not of any 
great magnitude. 

The CHatrman. Yes. 

Senator Fercuson. Of course, some of your business is in trucks ¢ 

Mr. Durry. Oh, yes. 

Senator Ferguson. So that you are doing much more defense work ?¢ 

Mr. Durry. Well, we called that defense supporting. Iam talking 
about truly defense manufacturing. 

Senator Frercuson. Aren’t some of the trucks real defense ? 

Mr. Durry. Oh, yes. 

Senator Frreuson. Rather than supporting / 

Mr. Durry. Let’s say they are bought by the Army. 

Senator Fercuson. Yes, sir; that is what I had in mind. 

Mr. Durry. Yes; those are real defense. 

Senator Frrauson. So, you really have other defense, more? 

Mr. Durry. Senator, you make a very good point; I really meant 
new, additional defense work. That is, new items, although I 

The Cuarrman. Guided missiles and anything else that would be 
there ¢ 

Mr. Durry. This 435 does not include persons engaged in the manu- 
facture of trucks which are purchased by the military. 

Governor Wru1ams. Well, Mr. Duffy, this figure of 35-percent 
reduction, is that just for your passenger vehicles or is that the whole / 

Mr. Durry. No; that is our total production. 

Governor WituiAMs. Now, that means reduction of 35 percent of 
your civilian production or of your total production ¢ 

Mr. Durry. Of our total production. 

Governor Wiixii1AMs. In other words, you are having to have com 
pensating defense business to make up for the 35-percent loss ? 

Mr. Durry. We do not have it to date; no, sir. 

Governor Witi1aMs. Do you have any other figures? 

Mr. Durry. I will cover that point here ina moment. I hoped to 
anticipate these questions by answering them through the information 
I have here. Although we signed our first defense contract on Octo 
ber 12, 1950, it will not be until well after the first of next vear that 
our defense production will be sufficiently under way to change this 
figure importantly. 
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meartaing employment trends for the third and fourth quarters of 
this year, we can, of course, only make estimates based upon projec- 
tions of the production schedules as they stand under current NPA 
controls. 

The Cuatrman. You say that your defense program will not be 
under way before the first of next year. If there were disposition to 
put real urgency behind the defense program, it could be done in some 
cases faster; couldn’t it ¢ 

Mr. Durry. Senator, I would not say a great deal faster. There 
is a minimum time, of course, because of the basic nature of the item 
and its production. It follows two paths—one in preparing the 
facility and the other in preparing to manufacture the particular item. 

The Cuamman. Yes: I know there is a lead time that is involved. 
I would hate to think that if America had an attack—and this is not 
said in any criticism of you or your company; I am speaking generally 
of the lack of emergency, the whole defense program—we ¢ couldn't get 

ready faster than we are, 

Mr. Durry. Undoubtedly. I would like to say, Senator, that I] 
don’t think there is what might be called really important time to 
be taken out of these items because of the time required for the con- 
struction of buildings, the design and manufacture of equipment, to 
manufacture these items on an efficient and sound basis, so that they 
utilize manpower and materials efficiently. The processing of the 
particular item—munitions—for manufacturing, the design and 
manufacture of the tools, the design of the building, and the lay-out 
of the building and the actual process of building the building, rolling 
the steel, fabricating the steel, to meet the need of that particular 
item—there is an irreducible minimum of time, and I don’t know 
where any really important 

The Cnuatrman. Of course, if we were attacked, we wouldn’t take 
it out of the building. 

Mr. Durry. If we were attaeked, we might produce a great deal 
more of what has already been produced. 

The Cnatrman. That’s right. 

Senator Frrauson. The last question indicates that you can recon- 
vert a present building with machinery already in it for civilian 
production in a much shorter time than you can build a new building 
and equip it for manufacturing. Have you any figures on that? 

Mr. Durry. No; I haven’t any figures. I’m going to try to cover 
that in just a moment so you can get some idea. Now you see buildings 
and machines and see items being produced on them, and I know in 
your mind they represent a military potential, 

Talking about unemployment again: Regarding employment trends 
for the third and fourth quarters ‘of this year, we can, of course, only 
make estimates based upon projections of the production schedules 
as they stand under curent NPA controls. 

This is difficult to do with accuracy. I can, however, tell you this, 
we ure going to let employees go only as a last resort. 

Unless new restrictive orders are imposed upon us, we think we can 
keep employment at present levels throughout the third quarter of 
this year. 

The Cuamman. That’s good enough. 

Mr. Durry. We will be helped toward this goal by the fact that our 
employees will be taking their 1-to-3-week vacations this summer. 
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We can thus retain a maximum number of our present work force to 
serve as vacation replacements through the month of September. 

We cannot be so certain about the fourth quarter, but we are going 
to try as hard as we can to achieve the same goal. 

I should say that we are rather proud of the fact that in all of the 
confusion of the past year and in spite of NPA orders reducing our 
production, we have, up to July 3 of this year, been able to find jobs 
for all but 14,461 of the hourly-rate employees who were on our pay- 
roll in Michigan a year ago. Ido not want to minimize the importance 
of depriving more than 14,000 people of jobs, for a moment. I simply 
sty that we are proud that we have been able to keep the figure that 
low. 

We have used every reasonable device to this end. We have dras- 
tically reduced our use of overtime so as to provide j jobs for more peo- 
ple. “We have used the technique of intermittent short lay-offs. Ina 
number of operations we have scheduled reduced workweeks. We have 
stretched things wherever we can to keep skilled workers even when 
we have not had much work for them to do. We do not want to lose our 
employees, because good and well-trained people are not always easy 
to find. 

Senator Frravuson. Were you here when Mr. Smith was on the 
stand where he indicated that / 

Mr. Duery. That’s right, part of it. 

The Cuarrman. I think he said 15 percent of the employees were 
on two payrolls, or working at two jobs. Do you know anything 
about that ¢ 

Mr. Durry. No: I do not, Senator, and I do not believe it. I have 
checked with our personnel man, and we know of no such condition, 

The Cuairman. You know of none in the Ford Motor Co. 4 

Mr. Durry. No. 

The Ciaran. I might say that Bramlett of General Motors tes- 
tified to the same effect : that he didn’t know of any. 

Mr. Durry. I don’t know how to rationalize that statement of Mr. 
Smith. 

The Cuatrman. Youre talking about the hourly men ¢ 

Mr. Durry. I'm talking about our company generally in respond- 
ing to your question. We do not know of any antibod like that 
existing. 

Senator Frravuson. It’s a pretty complicated thing for a man to be 
employed 8 hours in your place of work, then going to some other 
factory with the lag time it takes to go and all. 

Mr. Durry. If he goes from one place, working 8 hours, to another 
working 8 hours, that must be 16 or 17 hours of work. 

Senator Frreuson. Plus time lag it takes going to the two jobs. 

Mr. Durry. I don’t mean in—— 

Senator Frrauson. No, but I mean that you know of none of it in 
your plant 4 

Mr. Durry. No; not in our plant, nor have I any reports. 

Senator Frreuson. And you know of none having gone, for in- 
stance, from Ford to the Lincoln plant and from the Lincoln plant 
to the Mercury / 

Mr. Durry. I have to speak personally about this, but others might 
have more knowledge. I might say a few years ago I heard of some 
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of those cases. I haven't heard the issue raised or discussed at all in 
recent years, 

[ want to point out that the employment figures that I’ve been talk- 

g about are of people working directly for us. To get a complete 

cture, one must consider the effect of reductions in our production 
schedules on people employed by our suppliers. 

We have done our best to get you helpful information in this area. 
Up to Friday night of last week, we had been able to poll 229 com- 
panies who are major suppliers of our production parts and ma- 
erials. They are the ones most immedi: itely and directly affected 

these orders. They tell us that they have already had to lay off 
7.265 employees solely because of reductions in Ford Motor Co. re- 

urements. They say they have been able to find jobs in defense 
work for 2,034 of these. 

aa also tell us that, because of the most recent NPA orders affect- 
ng our schedules, they will have to let another 6,171 employees go. 
rhe y feel they can find jobs for 1,214 of these people in defense work 
during the third quarter of this year and jobs for another 1,114 of 
them dur’ ing the fourth quarter 

By quick calculation, you can see that these suppliers surveyed have 
provided, or feel that they can provide before the end of this year, 
defense jobs for about one-third of those whom they have had to lay 
off, or plan to lay off, because of enforced reduction in Ford Motor Co.’s 
production se ‘hedules. 

This is, of course, a relatively small sample of our total group of 
suppliers. We have no way of knowing how typical the average of 
this group would be of the group as a whole. ‘I offer the figures to 
you for whatever help they may be. They are the best we could get 

1 the time we had. 

The CHatrman. [ realize that you had very short notice, and the 
reason I gave you such short notice was because I figured this employ- 
ment thing was quite serious. People have to eat all the time, and we 
can’t wait too long, but we are trying to do a fairly thorough job. 
Hlow many suppliers do you have in the Detroit area ? 

Mr. Durry. I haven't those figures broken down, Senator. We 
have—let me just say we’re talking production parts and materials; 
that’s the one we have here. I would have to say, roughly, it’s 700. 

The Cuamman. That’s approximately a third of them in this check. 

Mr. Durry. We have taken the important dollar volume of our 
fg 696 suppliers as the key because they are the ones who 

re most directly concerned. They represent a very high percentage 
0 the dollar volume of production parts and supplies. 

The CHarrMan. So it wouldn’t be three times this, or anything like 
that? 

Mr. Durry. The number of suppliers we did not call is many, many 
more—it might be six or seven or eight hundred more suppliers, but 
representing lesser dollar volume. 

The CuHarrman. And employment? 

Mr. Durry, Employment on Ford work, that is. We tried to get 
the relationship to work for the Ford Motor Co. in the suppliers’ plants, 
and those are the figures we have here, and, of course, that is the only 
thing we can talk about. 
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Senator Ferauson. At this time how many people are employed by 
outside companies for every man employed in the Ford industry in 
the manufacture of the product? Have you any idea what that 
ratio is? 

Mr. Durry. I would hesitate to state. 

Senator Fercuson. You have never taken a census ¢ 

Mr. Durry. We tried to find answers to that question, but the com. 
panies themselves find it too difficult. It all depends on whether you're 
talking standard parts or parts made to technical specifications. 

The CHairman. For instance, one day they may be on a Ford 
part and the next day on something else, or the next hour, or the 
next week. 

Mr. Durry. Yes; but I would say it’s no less. 

The CHairman. You say there would be probably as many out- 
side ? 

Mr. Durry. I would say there is no less. I’m talking now of the 
total of what we buy. 

The CHairMAN. Yes. 

Mr. Durry. Yes; it’s no less. Some time or other during the 
week or during the set-up period, they do work tor the Ford Motor 
Co., and maybe many more—it’s awfully hard to estimate and I'd 
hate to mislead you. 

The chairman has asked to what extent we are involved and ex- 
pect to become involved in defense production. 

Before going into detail on this question, let me give you a few 
general statements by way of summary. 

During the second half of 1951, it is expected that less than 1 per- 
cent of our operating facilities will be devoted to defense work. An 
additional 7’ percent will be devoted to defense-supporting pro- 
grams—trucks and tractors. The remainder of our facilities will be 
devoted to automotive production to the extent permitted by Govy- 
ernment regulation. 

The CHainman. So the second half of this year you'll be doing 
almost no defense work, gr very little? 

Mr. Durry. Almost no defense production. 

The CuarrMan. There again, 1 think the country will be surprised 
to hear that if they don’t already know it. 

Mr. Durry. I don’t want that to be a misleading figure. Of course, 
there is a great deal of work going on with respect to facilities for 
manufacturing, the manufacture of machine tools destined for these 
plants, of construction, of rehabilitation programs—but as far as 
produc tive work, working on materials that are munitions of war, no. 

The CHamman. What is that big Chicago plant ? 

Mr. Durry. That will probably be the first important one, and I] 
think it won't be going until next year; it may be late in the first 
quarter and the second quarter, einen employment will be sub 
stantially higher in the Chicago area. In the meantime, there are 
a great many people being employed in the trades on rehabilitation 
work, 

Senator Frreuson. In other words, you have many letters of in- 
tent and contracts in the Chicago — for the sample, and the plant 
is already erected, but until you get the machinery in, ready to 
produce, it may be even the second quarter of 1952; is that right 


Mr. Durry. Yes. 
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Senator Ferguson. Now, would it have been any quicker to take 
the Ford Motor Co. down there and move all your machinery out 
and convert the plant here—it would take even longer ‘ 

Mr. Durry. Much longer, because this particular building that the 
Government had standing by is a building constructed for the manu 
facture of aircraft. 

Senator Frreuson. That was the Dodge plant during the last war? 

Mr. Durry. Yes, sir; that’s right. 

The Cuarrman. May I ask you this, Mr. Duffy, in view of the 
statement made on the floor of the Senate—I might say not by either 
Senator from Michigan—when we were discussing our controls bill 
and Senator Benton, of Connecticut, offered an amendment to that bill 
which would have given the Government authority again to build 
some facilities as it did on 74 percent of all facilities which were 
constructed during the last war—those facilities have been operated by 
private industry, some of them, during the intervening period, and 
are now going back into production and are being operated again by 
private industry. I wonder if you think that is socialism or whether 
you think that was a necessary undertaking by the Government. 

Mr. Durry. Well, you're talking personally now. 

The CuatmrMan. That is a little bit out of the line of this hearing, 
but I think Senator Benton was put under unfair pressure the other 
evening. 

Mr. Durry. Of course, at the outset of World War IL it was neces- 
sary to build in this country at Government expense, because of no 
civilian counterpart production—a large number of plants such as 
powder plants, TNT plants, RDX plants and shell-loading plants, 
designed, of course, for safety spread over great areas. I’m sure Sena- 
tor Ferguson remembers them very well. 

The CHarMan. Yes, indeed. 

Senator Ferguson. [ remember. 

Mr. Durry. When you talk of plants of a general manufacturing 
nature. I think we have an entirely different consideration and 
problem. 

The Cuairman. I think that is very true, but I think my opinion 
was, and Senator Benton’s opinion was, that if the Government 
doesn’t have the authority to build any sort of plants, powder plants 
or anything else, that is not of—however, that is a legislative matter. 

Mr. Durry. Yes; that is a legislative matter and it isa question 
of supply, too. 

I want to tell you in a moment about the new plants we are building 
and readying for use in direct military production. After adding 
these facilities to our total, we estimate that 31.6 percent of our total 
facilities will be used for defense and defense-supporting production. 

In volume of sales, defense products currently amount to less than 
| percent of Ford Motor Co.’s total sales, although several of our con- 
tracts were executed many months ago. Defense production is, of 
course, expected to rise steadily during the next year, but, at the peak, 
sales of defense products under our present contracts will not equal the 
reduction in commercial sales which has already occurred as the result 
of Government limitation orders. I would like to say that we’re not 
complaining about this, we’re simply stating it as a fact. 

The Cnainman. What you're saving, Mr. Duffy, is that if you trans- 
lated orders into employment, you're not going to employ at any time 
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under the present military-production plans at Ford as many people 
as you are having to reduce because of the cut-backs in the amount 
of production; is that correct ? 

Mr. Durry. It is, toa degree. I have to point out, Senator, so that 
you understand me. The dollar-employee relationship in military 
items is not what it is in mass-production passenger-car or vehicle 
production, because we’re mass producing in industry and when pro- 
duction is curtailed dollars drop much faster than men in relation to 
dollars and men in defense work. For the same dollar you will 
probably have more labor in defense production than you do in a mass- 
producing industry such as the automotive industry; but there is a 
relationship. I can’t tell you what it is. 

Governor WittiAms. Could you produce more if you had more 
orders with your present facilities—that is, present and contemplated 
facilities? 

Mr. Durry. Do you mean of defense? 

Governor WILLiAMs. Yes. 

Mr. Durry. Yes. In other words, we have today really two types 
of contracts with the Government: one to create facility and the other 
to supply materials like tanks. Now, the actual order today for the 
purchase of tanks is relatively small, in fact very small in relation to 
the productive capacity which is being created. This accounts in 
large part for the very low dollar sales figure for military products. 
In capacity to produce, when the capacity is created, present orders 
are very small, and that goes straight across the board. 

Senator Frrevson. In other words, your plant, your building at 
Plymouth—you’re building a tank plant at Plymouth ? 

Mr. Durry. Yes, sir. 

Senator Frreuson. That plant will have a capacity much greater 
than the Government wants to use it for when you get it completed. 

Mr. Durry. Well, when we get it completed they may want to use 
it for additional quantities which we know very little about at this 
moment. As far as our present contract is concerned, it looks as if it 
will be used very little; but I don’t know what the requirements 
will be when the plant is finished, Senator. 

Governor Witui1AMs. What efforts are being made to level off this 
disparity between Ford Motor production possibilities and actual use, 
both civilian and military ? 

Mr. Durry. Well, of course, Governor Williams, that is a question 
of military requirement. 

Governor WitiiaMs. Are you trying to get more orders than you 
have? 

Mr. Durry. Oh, yes; the plant is being built not just to stand there. 
When military requirements are brought into focus, I don’t know 
what kind of orders we’re going to have. It’s the function of the 
military services to give us orders for production in that plant. 

The Cuarrman. Is it not true, Mr. Duffy, this is one of the so-called 
parallel plants which is located near a labor market and which is, 
according to the conception of this policy, as I understand it, to have 
a rather reduced but nevertheless substantial military order—much 
less, however, than the capacity of these plants and at the moment of 
an emergency you would have that plant ready to be stepped up very 
rapidly and move your men from your Rouge plant out to Plymouth 
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and start making the tanks as fast as you can. Is that the idea? 

Mr. Durry. I personally don’t know that that is the concept. In 
other words, I don’t know what their planned production is and as 
far as being a so-called stand-by plant, if that is what you mean by 
parallel 

The Cuatrman. I don’t mean stand-by completely, I mean a plant 
operating at considerably less than its capacity which could be stepped 
up sharply in time of an emergency. 

Mr. Durry. When and if war should come, you mean ¢ 

The Cuarrman. Yes. 

Mr. Durry. Oh, yes. 

Governor Wuu1aMs. As the situation now stands, though, your 
actual utilization of plants and manpower capacity, plus the foresee- 
able utilization of both, is less than your total peacetime utilization 
of manpower in the plant; is that right? 

Mr. Durry. Yes. 

Governor WituiAMs. In other words, you’ve got some more to give, 
but there is no taking? 

Mr. Durry. Governor, I would prefer to put that in terms of dol- 
lar sales because, you see, there is a different relationship between 
dollar sales and utilization of productive « capacity in mass production 
than there is in dollar of sales and utilization of productive capacity 
and productive labor in military goods. Id like to cover that one 
point in just a moment here, if I may. 

Now, let me give you quickly the items of our projected defense 
production. 

We are now engaged in five separate programs for construction of 
new plants or expansion of existing plants in order to accommodate 
defense work. In addition we are making rearrangements in two 
present plants and rehabilitating a Government stand-by plant. 

One of these contracts involves rearr: angement and installation of 
new facilities in a Government-owned aircraft engine plant in Chi- 

cago, operated by another company during World War II. Aircraft 
engines will be produced there. At the present time, machinery and 
equipment are being installed. 

A second contract involves the construction on Plymouth Road, as 
Senator Ferguson pointed out, in Livonia Township, out of Ford 
Motor Co. funds, of a new building to be equipped by the Government 
for the manufacture of M-—48 tanks. 

A third contract involves the construction of a plant by the Lincoln- 
Mercury division of the Ford Motor Co. and out of Ford funds, in 
Wayne, Mich., for the production of jet engines. 

The Cuamman. I might say, those plants being dispersed, they are 
not located 

Mr. Durry. They are in the Detroit area. 

The CuarrMan. But in a single labor market area. 

Mr. Durry. A fourth contract involves the building of new facili- 
ties in Ypsilanti, Mich. for the manufacture of parts and equipment 
for carburetors and fuel-injection systems. This plant is adjacent to 
our present Ypsilanti plant and will also be out of Ford funds. 

A fifth contract is being negotiated which involves the construc- 
tion of a new plant in Kansas City, Mo., for the manufacture of B47 
wing assemblies. We have at present a Ford assembly plant in that 
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city. It will not be until well into 1952 that there is any substantial 
production in these plants. 

Tn addition to these five programs, our Cincinnati automatic trans- 
mission plant is being expanded to accommodate production of air- 
craft engine components; rearrangements are being made and special 
equipment installed for the production of tank engines in existing 
Detroit area plants; and a portion of our Highland Park plant has 
been rearranged and special equipment is being installed for the pro- 
duction of rockets. 

I should perhaps say that despite the reduction this year of our 
scheduled output of cars and trucks, no significant amount of the 
space we use for tivilien production can be made available for defense 
production. 

The reason for this may be clear to you. In mass production, fa- 
cilities, equipment, and tools are specialized and adapted to particular 
uses. Reductions in schedules are reflected in less overtime and a 
lower rate of utilization of facilities, but not in the closing down of 
facilities. A machine may be used only 5 hours a day instead of 8 
hours a day, but it still occupies the same amount of floor space. And 
because of the specialized nature of the machine, it is not generally 
usable for other purposes. 

You may be interested in how partnership on small and large 
business works in defense production. We are far enough along in 
our projected plans to give you some statistics regarding our defense 
contracts. 

In the Chicago plant, where we will be building aircraft engines, 
already we have made commitments of more than $132,000,000 with 
suppliers for parts and services. We now have 261 subcontractors on 
production parts. Ninety-four of these firms employ less than 500 
people, and 167 of them more than 500. 

The Cuairman. Had any complaints from any of those firms they 
couldn’t get steel for their schedules? 

Mr. Durry. None has been brought to my attention, Senator Moody. 
I’m sure the supply of steel has been a problem, but it isn’t a problem 
that is incapable of solution. In nonproductive materials and serv- 
ices we now use the services of 965 separate firms employing less than 
500 people each, and only 410 companies who employ more than 500. 
This makes a total of 1,636 subcontractors already supplying this 
plant alone. 

We estimate that in our tank production we will buy close to 85 
percent of the parts and components needed. Most of these will be 
purchased from companies in the normal Detroit supply area. 

While we do not have detailed figures, we know that a majority of 
our larger subcontractors will have many subcontractors of their own. 
Thus, the number of small businesses which will participate in each 
of these contracts runs into the thousands. 

The Cuarmman. That’s the reason that without this so-called small- 
business investigation it’s impossible for us to get into the small busi- 
ness without talking to a firm such as your own. That’s one of the 
things you and I talked over 

Mr. Durry. Yes. The chairman indicated that you would be in- 
terested in the percentage of our current orders for machine tools 
intended for use in civilian production, in military contracts, and in 
defense-supporting programs. 
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During the month of June 1951, we ordered $6,000,000 worth of 
machine tools. Of these, 94.9 percent are for use on defense contracts. 
Only 5.1 percent will be used for automotive and truck and tractor 
production, ee oo tractors being defense sup porting. 

As of July 1, 1951, 67.4 percent of our tot: al outstanding orders for 
machine oe were tor defense work, and 352.6 percent for automo- 
tive products. Taken together, they involve an investment over 
$182,750,000. 

The Caiman. Why are you still ordering as many machine tools 
for automotive products when you are having to cut back? 

Mr. Durry. Process changes are continuously being made, of course. 

I'd like to tell you when they were ordered, Senator Moody. 

Most of our machine-tool orders for nondefense were placed during 
1950, Up to this time, we have been unable to obtain liven’ sched- 
ules on 22 percent of them. 

In normal times, a program for machine tools would be completed 
in 8 to 10 months. Machine tools for some of our civilian products 
which were ordered during the first quarter of 1950 and should have 
been completed no later than this month, have been so retarded in 
production that it now looks as though 29 percent of them will not 
be available until the first quarter of 1952 or later. In fact, some of 
them already have been set back to 1953 delivery. 

Clearly—and properly so—preference is being given by machine- 
tool companies to those orders required directly or indirectly for 
defense contracts. 

The Cuairman. Do you feel the machine industry could expand 
its productive capacity / 

Mr. Durry. Well, let me ask this question: Do you mean to build 
up their own facilities for the manufacture of machine tools, or to do 
as they did during the last war; in addition to some expansion of 
their own capacity, utilize subcontracts or subcontractors in other 
industries which are capable of manufacturing machine tools and 
which, because of material restrictions and otherwise, are not utilizing 
their productive capacities? I think the latter definitely must be done. 

The Cuatrman. You say the latter must be done. Is the latter 
faster ¢ 

Mr. Durry. I think it very well may be faster, yes, sir, if the sources 
for subcontracting can be found, which are av: ailable. 

The Ciuamman. In the basic program here, the country is to increase 
our productive capacity sufficiently so that in a couple of years we'll 
be turning out enough for both eivilian and military production. 
You remember in this steel industry before the war, there was a great 
existence of expansion. It seems to be a natural precaution on the 
part of these people. It doesn’t indicate very much confidence in 
the future of the country. 

Mr. Durry. Of course, I must confess, that you mustn’t question 
me as an expert on the machine-tool industry. I would like to s: ay that 
[ have always been told that the machine-tool business is a cyclical 
business. That is, it’s a feast-and-famine business. Just to what ex- 
tent the indicated lack of desire to expand capacity of the machine- 
tool manufacturers is justified, I don’t know. 

Senator Frrevson. Could you tell us whether or not you have 
heard that some of the machine-tool maufacturers don’t want to go 
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to subcontracting their orders, because of the price fixing, price co: 
trol? 

Mr. Durry. Yes, I think that I have heard that, yes, and I think 
that their position is quite correct in that regard. 

Senator Frereuson. In other words, if the price-control act were 
adjusted, they might let out a lot of these contracts on subcontract 
and produce many more machine tools, both for civilian and for war 
work, is that correct ? 

Mr. Durry. Why, certainly, I think so. 

The Cuatmman. For the Senator’s information, I had a talk with 
Mr. Wilson before I came out here, and he indicated there is a relaxa 
tion taking place, of those particular ceilings; that the ceilings were 
put on according to the costs and prices of the machine-tool “plants, 
when they were doing their own work; and, of course, it does increase 
the actual cost. It isn’t an inflated cost, an actual cost that was just! 
fied. So, without inflation taking place, those prices will be in 
creased. 

Senator Frereuson. Well, the fact is that it has existed and—— 

Mr. Dourry. It’s awfully difficult to stimulate expansion of pro 
ductive capacity in the face of substantial cost absorption which would 
be required over and above current or existing costs. 

The CuatrMan. I think they should. If ‘that is the way they are 
going to do it, I think they have to take notice of the higher costs. 

Mr. Durry. This leaves me with one remaining question to be 
answered, the Chairman’s question as to what percentage of our sec- 
ond-quarter supply of steel was secured on priority-rated orders, and 
our estimate for the third quarter. 

The answer to this question for the second quarter is 2 percent, 
and this 2 percent involves, primarily, trucks and passenger cars 
for Government agencies. 

Our best estimates indicate that 12 percent of our third-quarter 
supply of steel will carry priority-rated orders. This includes much 
of the CMP tonnage released for September delivery, but not yet 
accepted by ‘the mills. 

Before closing, I would like to offer three specific suggestions which, 
we feel, will moderate the impact of controls on manufacturers and 
suppliers in the automotive industry and other mass-production 
industries. 

(1) Many of you gentlemen are familiar, I believe, with the amend 
ments to the Defense Production Act which the Ford Motor Co. pre- 
sented to the Senate and House Banking and Currency Committee. 
Our proposals on materials controls, it will be recalled, were aimed 
at preventing NPA from extending controls beyond the point of 
their usefulness in providing an orderly flow of materials. 

We feel we cannot afford to lose sight of the fact that the ultimate 
objective of all our effort is increased production. We are trying to 
arm ourselves against the possibility of all-out war and at the same 
time expand our civilian economy. 

The Cuatrman. Right. 

Mr. Durry. We have been warned that unless we achieve the second 
part of this program as well as the first we may end up losing the war 
just as surely as if we had been forced to surrender on the battlefield 

The answer, of course, is greatly expanded production all along 
the line—civilian as well as military. 
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The Cuatrman. That is precisely as stated by Mr. Wilson. 

Mr. Durry. Yes. The National Production Authority now plans 
to place every manufacturer in the country, large or small, defense 
or nondefense, under the strait-jacket of its controlled materials plan 
in the fourth quarter of this year. This means that NPA will be 
responsible for determining the type and quantity of each product 
that may be produced by every manufacturer in this country. 

To us this appears an impossible and ill-starred undertaking—far 
more difficult to administer than the World War ITI allocation ma- 
chinery, which had the single purpose of all-out war production. 
When the job is to stimulate civilian production as well as build armed 
strength, who can judge how much steel should be allocated for manu- 
facture of hair pins, baby carriages, bicycles, ashcans, and thousands 
and thousands of other civilian items? “What criteria can be used to 
determine their relative essentiality? Who can possibly possess the 
Solomon-like judgment to allocate materials fairly to each company 
throughout the Nation ¢ 

We think that any attempt to place the entire civilian economy 
under rigid control will inevitably result not only in slowed-down 
production but in gross inequities. Many large companies will be 
hurt. But small firms are likely to be injured even more seriously. 
They are not financially able to survive errors in administration or 
in judgment, and they cannot afford to maintain Washington offices 
to keep an eye on materials allocations and to argue their cases. 

We are deeply concerned with this situation. We are convinced 
that it is entirely unnecessary. We simply don’t believe that total 
industrial production needs to be brought under allocations control 
when, according to Defense Mobilizer W ilson, the mobilization effort 
at its peak will not require more than 20 percent of the gross national 
product. 

For this reason we again urge adoption of our suggested amend- 
ments to title 1 of the Defense Production Act. 

Senator Frreuson. In other words, you will control 120 percent to 
control the 20? 

Mr. Durry. Right. 

The Cuarrman. Just a second. Isn’t the nub of this phase of the 
question, Mr. Duffy, the interpretation of the term “defense sup- 
porting” ? 

Mr. Durry. That is a very 

The CuarrMan. The application of the conception that the defense- 
supporting industries should be given priority over straight civilian 
industries. 

Mr. Durry. I will cover that point, too. 

The Cuarrman. [appreciate that it is a very difficult problem. You 
are imposing a CMP. 

Mr. Durry. We believe that it is unnecessary, and not only un- 
necessary, but, as applied to the total economy to this country, it is 
unworkable. We know what it takes—and I tried to describe it a little 
bit here—to schedule the production of the Ford Motor Co., and to 
bring materials in so that they are at the right place at the right 
time, of the right specification and of the right quantity to produce 
and match up ‘with a lot of other materials that are coming in. 

The Cuatrman. Let me ask you this. Do we have requirement 
orders or requirement estimates in the hands of the Government, which 
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indicate that normal production would take 138 percent of the supply 
of the material of the country / 

Mr. Durry. Yes, sir. 

The Cuairman. Now, of course, as practical people, and I hope we 
are practical, we know that it’s easier for a large company that has a 
substantial supplier and its substantial buyer to ) get steel, than it is for 
the little fellow to do it. I think you heard part of Gener ‘al Craw- 
ford’s testimony here earlier that one of the problems is where the 
small-business man would get off, unless there was control. 

Now, I’m sure this committee is open-minded on it, if you have a 
good case on this thing; but I haven’t been able to figure one out my- 
self. What sort of production you could get for the small-business 
man who did not have the big facilities of the large companies. If 
merely 20 percent of the steel or other materials were allocated with 
the Government and the rest of it was on a catch-as-catch-can basis, 
it seems to me a great many people would be severely squeezed, and 
there are peoplesof experience, like yourself, who feel that the C ooek 
difficult though it is, is the best way to do it. Included, I might say, 
Mr. Wilson, who is an industrialist of great experience, as you cae. 
I'd like to get your comment on it. 

Mr. Durry. I'd like to say, first of all, that I’m at the end of my 
recommendation again urging the adoption of our suggested amend. 
ments to title I of the Defense Production Act, which are in the 
hands of the House and Senate Banking and Currency Committees. 
I have copies here if you’d like to have them. Id like to say in rela- 
tion to General Crawford’s statements here this morning that our 
recommendations and proposals envision, as ’m sure does everyone, 
that there will be no question about meeting the needs of defense pro- 
duction and of those items which are so direc tly related to the produc- 
tion of materials for defense as to be inseparable. There is no ques- 
tion about it. There’d be nothing in the amendments offered and 
recommended which would prevent the Government from having a 
controlled materials plan for such items. But the amendments to the 
act would assure that the Controlled Materials Plan would be limited 
to such items, giving greater assurance that the companies General 
Crawford talked about would be able to get needed materials. If you 
put 100 percent of the economy under CMP and hand people tickets, 
what is the difference, in relation to the total steel supply, between a 
free situation and that, except that you have made out these tickets 
on the basis of estimated and inflated data supplied by those who claim 
for materials. 

Senator Fereuson. But there are literally millions. 

Mr. Durry. I can’t say. 

Senator Fercuson. Up in the thousands. 

Mr. Durry. Thousands and thousands. I think I saw some figures 
of 40,000 or 50,000 firms, not claims. 

The Cuarman. I realize fully that this is terribly intricate. Isn't 
it inescapable that you’ve got to get into the question of what is actu- 
ally, as I said a minute ago, supporting defense and what isn’t sup- 
porting defense. 

Mr. Durry. I have a recommendation on that subject. 

Our second suggestion is that the Congress keep a closer check on 
the allocation program, and that there be closer coordination between 
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NPA and congressional groups such as this subcommittee and the 
Joint Committee on Defense Production. 

Americans are always apprehensive under Government control. 
They know that a little control leads to a lot of control. They will 
welcome your keeping a watchful eye on the situation, and bringing 
the facts before the public. So far as we are able to learn, for ex- 
ample, NPA does not reveal the various factors it considers in reach- 
ing decisions concerning materials control regulations. And this is 
the point to which I am addressing myself, Senator Moody. It also 
does not reveal detailed statistical data concer ning supply and demand 
of critical materials or the criteria used in determining how much 
material should be allocated to each industry. 

NPA is allotting 85 percent of third-quarter steel supply to defense 
and so-called defense-supporting industries. Decision as to what prod- 
ucts and services are “defense-supporting”, dangerously arbitrary at 
best, can be cruelly mistaken if one guesses wrong as to what is going 
to happen next year, or 5 years or 10 years from now. 

The Cuamman. I might point out, that is one of the things that 
this committee does intend to do, go into that particular point. 

Mr. Durry. Ifa large percentage of available steel is to be allocated 
in this way, certainly a breakdown of allocations by industries and 

reasons behind them should be published, and the changing situation 
should be closely watched. 

From information that is available, there are indications that some 
groups within our economy are being fed steel and other critical metals 
far beyond current demand for their products and services. If this 
demand—which can be expected only in a period of all-out war— 
does not materialize, the current artificial expansion of these industries 
might well lead to a depressed segment of the economy, which could 
drag down other industries with it. 

The Ciaran. Another specific point we're going into. 

Mr. Durry. Clearly, it is the responsibility of Congress to be kept 
closely aware of administrative decisions and actions in this area. 

We strongly suggest, therefore, that appropriate congressional com- 
mittees keep a close watch on the allocations program, and study the 
figures and the factors behind the major decisions. We hope that 
Congress will ask NPA to explain its regulations quarterly, before 
the allocations are issued. 

Third. This is one recommendation I mentioned earlier, that I 
want to be sure and leave with you. 

We know that any materials-controls program will cause certain 
disruptions and hardships, but we feel strongly that every attempt 
should be made to keep these disruptions at a minimum in order to 
stimulate the greatest possible production at the least cost and with 
the least hardship. 

As I have tried to show, any industry as complex as the automo- 
bile business, requires months of advance planning. Five months gen- 
erally elapse between the time schedules are frozen and the time auto- 
mobiles are actually assembled. 

That goes for all consumer durable-goods industries as well as 
any other mass-producing industry. 

Senator Ferauson. Have you heard whether they are going to place 
the automobile in the defense-supporting line ? 
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Mr. Durry. Yes, sir. We have been informed that we will be re- 
quested to fill out CMP application forms for steel for the fourth 
quarter of this year 

The Cuarrman. As a defense-supporting industry? 

Mr. Durry. Well, may I—Id like to make a point. We were asked 
at a recent passenger-car-industry advisory committee meeting whbetly- 
er or not we desired to come under the CMP plan. I may be wrong. 
Maybe we were told that we were going to be asked whether we wanted 
to come under the controlled-materials plan. In any event, at that 
meeting, in view of the inclusion of 85 or more percent of the material 
available to industry under CMP, it left nothing to do but go under 
the controlled-materials plan. You may have seen a release. I don’t 
know the significance of it, but you may have seen a release from 
Washington, from NPA in the last few days in that regard. 

Senator Frrauson. Is that that telegram? 

Mr. Durry. Yes. The one that said instead of 3,300,000 tons of 
free steel, it’s 1,117,000, which is not under the plan—or words to that 
effect. I haven’t the telegram with me. 

Now, in view of that, we have, at Ford Motor Co. suggested that we 
be put—— 

Senator Frereuson. You wouldn’t have any choice, the motor indus- 
try wouldn’t have a choice. But are you going to be put, when you 
go under the plan as a supporting defense—defense-supporting 
industry. 

Mr. Durry. Well, may I say, as far as I know at this moment, the 
defense-supporting aspect of leluatrion under the Controlled Mate- 
rials Plan, is not inherent in the plan itself, but rather in the deter- 
mination of the production programs by the Defense Production 
Administration or whatever the agency is that determines the pro- 
grams. It is to that area I addressed my point No. 2—the determi- 
nation of whether or not passenger cars are necessary at all, or whether 
they are in the category of kiddy cars, and I wouldn’t want to say 
that kiddy cars hadn’t some necessity. 

The Cuamman. The people have to get to the plants. 

Mr. Durry. Yes, sir. 

The Cuarrman. But there, you see, Mr. Duffy the problem is this. 
As I understand your proposal, you would put under CMP the actual 
military orders which now amount to less than 10 percent of the 
use of steel, and at their maximum, to amount to about 20 percent. 
As I understand it, you’d have the rest of it free steel, is that right? 

Mr. Durry. Well, no. With the possibility of determination by 
the President or his administrative agencies. 

The CuHatrman. Well, some of that would be—— 

Mr. Durry. On the basis of such determinations of necessity, you 
would be able to reduce, within limits, the total remaining supply. 
But all of that material which has not been determined by a public, 
or a published determination, to be necessary for what you call a 
defense-supporting industry, or used by defense, would go on the 
percentage limitation basis. 

The CoHarrman. Well, if you are merely arguing for open covenants, 
openly arrived at, I think this committee can go along with you. 

Mr. Dorry. A little bit more than that, Senator. 

The Cuamman. If, on the other hand—doesn’t your whole case, 
Mr. Duffy, depend——get into this case of what is a defense-sup- 
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porting industry and to what extent can the eee see to it 
that that industry gets steel? Now, there are 135 percent—the total 
of the requirement estimates are 135 percent of the amount of steel 
there. Therefore, somebody has got to say who gets the steel, or else 
you are going to have the steel— 

Mr. Durry. It goes a little further. After you have made those 
determinations, and made them soundly, on what is defense and 
defense-supporting work, then that which remains is in a free econ- 
omy, not in a controlled economy. It’s free. 

Now, you may be prohibited from using any more — a given 
percentage but the way you use it is free. Not only that, it is dis- 
tributed equally and equitably. Everybody, large or saat: would 
have the same reduction in his use of material applicable to him. 

The Cuamman. Well, if you did that, you’d have to have a record 
of what everybody uses, and reduce it, wouldn’t that be more con- 
trolled—— : 

Mr. Dorry. Senator, it is the plan under which we have been 
operating to date. Asa matter of fact, your M orders have all been 
based upon a percentage-cut in use. Now, I say that when the 
economy at the outside, when we obtain peak, and we’re nowhere near 
it today, is only going to be utilized 20 percent, the kind of controls 
that you put on the civilian portion of the economy which you want 
to flourish and expand need not be rigid, particularly in the face of 
the fact that our steel production for the year 1951 in finished steel, is 
11 million tons over what it was last year, which was a big year. We 
expect more steel, we expect a total increase in the avail: ability of steel, 
and it is here today, a lot of it. 

The Cuatrman. Where? 

Mr. Durry. It is being used up to the extent of 185 percent, or I 
should say it is being claimed for to the extent of 135 caine ac- 
cording to NPA. 

The Cuatrman. The point is, it’s perfectly true we have more steel. 
It’s also true that we are, or would use, if we had it, 35 percent more 
steel than we have, even at the greater expanded amount. 

Mr. Durry. Yes, sir, but not for defense production. 

The Cuatrman. That is right. 

Mr. Durry. For something else. It is that area of something else, 
too, which is so important. 

The Crairman. It gets right back to the question of what is needed 
to support this 20 percent! If your defense supporting were only 20 
percent, I’d say you were so right. But if your defense supporting is 
going to take up most of the steel, then it seems to me that you have—— 

Senator Fereuson. You know what the standard is for the defense 
supporting ¢ 

Mr. Durry. No, sir; I do not. 

Senator Frerecuson. Therefore, that’s going to be, say, at the dis- 
cretion of someone in Washington. 

Mr. Durry. Yes, sir. 

Senator Ferguson. And he can make today a supporting, and tomor- 
row it wouldn’t be, isn’t that right ? 

The Cuarrman. I think you made a good point there. It ought to 
be a basis that ought to be made public. 

Mr. Durry. I can give you an example of what I mean. We man- 
ufacture trucks and we manufacture tractors as well as passenger 
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cars. Now, steel for trucks and tractors is under the controlled ma- 
terials plan, and allotments are made. Not only steel, but copper and 
aluminum. We don’t think from what we see and know of the market 
that it is necessary, in order to manufacture trucks and tractors, that 
they be under the controlled materials plan. 

May I make this last point, Senator Moody ¢ 

The Cuamman. Please do. 

Mr. Durry. We know that any materials control program will cause 
certain disruptions and hardships, but we feel strongly that every at- 
tempt should be made to keep these disruptions at a minimum in order 
io stimulate the greatest possible production at the least cost and with 
the least hards ship. 

As I have tried to show, any industry as complex as the automobile 
business requires months of advance planning. Five months generally 
elapse between the time schedules are frozen and the time automobiles 
are actually assembled. 

Is it not reasonable to suggest that NPA issue its orders at least 3 
months before they are to go into effect? If so, we strongly urge gen- 
eral adoption of this policy except in unusual emergencies. 

In conclusion, Mr. Chairman, [ should like to thank you for giving 
us this opportunity to present our views. 

The Cuatrman. Very interesting views, I might say. The Governor 
has a question. 

Governor WituiAMs. Mr. Duffy, I’ve tried to follow the way your 
program was worked. I'd like to ask you specifically how it would 
work in this case. I believe you heard General Crawford indicate that 
many of his subcontractors weren't able to get the materials to finish 
actual defense work for tanks, even though they did have DO’s. Now, 
in your testimony, you indicated that at least under present spec ifica- 
tions, one percent of the Ford Motor Co. work is defense, and 71 per- 
cent defense supporting. And you got enough steel for all of that; 
in fact, more, bec “uuse you were able to sell some of your steel, and yet 
you had only 2-percent DO’s. How does your program provide that 
the fellow who is getting contracts for the defense arsenal is assured 
of getting steel ? 

Mr. Durry. My program and the program of amendments which we 
have presented would permit the tightest type of controlled mate- 
rials plan for controlling whatever materials the Government desired 
to control, on military defense items. 

The CuarrMan. You mean defense- apeteus items ¢ 

Mr. Durry. Let’s take defense items first, Senator. Do you have 
copies of that? On defense items, they could have the tightest type 
of material control, so that the man that General Crawford was talk- 
ing about would make his claim for materials to whatever agency was 
set up to receive that claim. And that particular claim would receive 
priority. It would have it. 

Governor WiiuiaMs. In other words, would you go along with 
General Crawford in his theory that the actual defense, however that 
may be defined, that those industries be put at the top of his heap, 
and get their materials before, as he called it, the commercial indus- 
try got theirs? Is that part of your program? 

‘Mr. Durry. I know of none of us who would feel that the defense 
program, the manufacture of items necessary to bring this country 





SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 139 


into a state of preparedness at this time, should not have that pri- 
ority. When you get down to certain irreplaceable metals, you see, 
there has to be some compromise, but the compromise should be m: ade 
there, not in the industry itself. 

Governor WintutAms. I’m not suggesting that as a method, but I 
just want to test how far your thinking goes. If this little fellow who 
had a contract with the arsenal, couldn't get his metal, would you go 
so far as to say he could come out to your supplies, and pull that metal 
out, because you weren't going to use it for a defense job? I mean 
that’s as fara stretch as I can think. 

Mr. Durry. That’s a far stretch. I can’t conceive of that situation. 
In the first place, I cannot conceive at all, Governor Williams, that 
if we’re talking about the manufacture for defense and considering 
that not more than 20 percent of the whole economy will be used for 
defense at the peak, according to the people who tell us and who are 
responsible, I cannot conceive that if the man has the order he cannot 
get it filled by the steel mills if given the proper preference and 
priority. 

Governor Wiiti1amMs. We were all very shocked, but General Craw- 
ford said that wasn’t a supposition, that was a fact, that they couldn't 
possibly vet it. 

Mr. Durry. I don’t know about that particular case. I wonder if 
he couldn’t get it because of some other things. 

Senator Frrevson. Mr. Duffy, if he was able to come out to the 
Ford Motor and take out a certain raw material, he may throw every 
man in your plant out of work to put 10 men to work. 

Mr. Durry. He could disrupt all the remaining economy. 

Governor Wiuiiams. I can understand that, that’s the most ex- 
treme, but the thing is, could he go to the mill and be sure to get it 
and you would get yours next 4 

Mr. Durry. That would be envisioned, Governor Williams. 

Governor WiiitAMs. That is part of it. 

Mr. Durry. Yes. 

Governor Wiiuiams. They would have first call at the mills, and 
Ford Motor Co., along with everybody else, would scramble for it as 
best they could in a free economy ¢ 

Mr. Durry. Yes. I have copies of the letter to the chairmen of 
the Senate and House Banking Committees if you care for them, con- 
taining those statements. Would the Governor like a copy? 

The Cuatrman. I think we can emphasize for the record here, 
that it would be an advantageous thing to have anyone within that 
20 percent of defense work, military work, able to get his materials 
without question, and on a priority basis. Then, you get into the 
question as to whether or not you are going to put the so-called 
defense-supporting group on the same basis as everybody else, and 
what is actually a defense-supporting group, and in what degree is 
each industry qualified to be under that. There is a real difficulty 
in that Mr. Fleischmann, who I think you all agree is a very able 
gentleman, is having to wrestle with a very tough job. Now, the 
Atomic Energy Commission would not come within your 20 percent. 

Mr. Durry. Yes. 

Senator Fercuson. For defense ? 

Mr. Durry. Yes. I think you'll find that the recommendations 
made would include it. 
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The Cuairman, It is not included in the 8 to 10 percent, now being 
used by the military? 

Mr. Durry. Oh, you’re talking about 

The Cuamman. The Atomic Energy Commission. That’s related 
as defense supporting. 

Mr. Durry. Well, my recommendation would be that direct allo- 
cation, that is, the possibility of direct allocation, of direct control, 
would extend to production of materials for the military services, the 
Atomic Energy Commission, the Maritime Commission, and to the 
construction and manufacture of facilities, whether publicly or pri- 
vately owned, directly used in such production, including contracts. 

Senator Frercuson. That includes your tank plant? 

Mr. Durry. Yes, sir. Including contracts and orders for materials 
for stockpiling purposes, all of which are called military contracts 
for the purpose of this 

The Crarrman. For the purposes of your plan, but, when the state- 
ment is made that only 20 percent is being used on the present. basis, 
I’m quite sure you will find that that omits some of that; and, as I 
say, I’m neither approving or disapproving your suggestion here. 
I'd like to point out to you that the problem here is where is the line 
to be drawn ? 

Mr. Durry. Yes. 

The Cuarrman. For example, was it right for them to take the 
steel which would have been devoted to what you might call an 
essential transportation to get workers to and from work. You can 
make quite a case for an automobile being a defense-supporting item. 
Should that be transferred to rail cars, 'm sure you haven't come 
in on that one. 

The question is, where do you say that this part of the economy is 
necessary for national defense, and this part of the economy is not? 
That is the problem Mr. Fleischmann has, and he has applications 
you might say, requirement estimates for 55 percent more steel than 
exists in the country. 

Mr. Durry. Even though production is up by 11 million tons of 
finished steel this year, and with guns taking very little of that? 

The Cuamman. That is right. And the question is, what is the 
best way to handle it ? 

Mr. Durry. We have recommended that this committee and the 
other committees take a very good look and keep in very close touch 
with it. 

Senator Frerauson. Mr. Duffy, they are talking about this 35 per- 
cent more. It would take very little acceleration in the industriés’ 
requirement to make that 35 percent, isn’t that correct ? 

Mr. Durry. That is correct. 

Senator Frreuson. So that there may not be an objection, legiti- 
mate demand for 35 percent more steel, isn’t that correct ? 

Mr. Durry. That is correct, Senator. 

Senator Fercuson, And doesn’t that come about very innocently? 
Just take the 14 million gas masks that are in the requirement in the 
Appropriations Committee, 5 contractors were approached on the 
manufacture of 14 million of them. Fourteen million gas masks. If 

ach one of them put out an inquiry for 14 million, you could see the 
exaggeration in the rubber and some of the other critical materials 
that went into that, and these people who got the inquiry naturally 
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have a right to assume that they might get the 14-million order, so 
that the exaggeration of 35 percent could exist right in the military 
program itself, couldn’t it‘ 

Mr. Durry. Yes, sir; and it could exist in the papers themselves 
on which the 35-percent excess demand was calculated, just in the 
paper itself. Because those paper requirements may not be actual. 

The Cuarrman. Unless there is very extensive ho: arding, Mr. Duffy, 
there is a shortage of steel, though. Whether it’s 25 or 35 percent, 
we've already had enough witnesses here to indicate that there is a 
shortage of steel. If you have an 8 to 10 percent utilization for mili- 
tary, for defense purposes now, and if there isn’t steel being held 
out, which is one thing we’re looking for, then you do have, whatever 
the figure is, and I am sure Senator Ferguson is right about that, 
that there may be some error there. You do have a situation where 
you have to divide up 100 percent of steel among 100 plus percent of 
people who want the steel. And you've got to find some w ay to do it 
that doesn’t drive the little fellow out of business. Whether you can 
do that by impartial system or whether you should go to a complete 
CMP, is something we're interested in. 

Mr. Durry. When you have to take the 100 percent and parcel it 
out, you undertake a very serious obligation. 

The Cuamman. We agree. 

Mr. Durry. Because, what are the criteria that determine that this 
man should ask—that this industry today should have—135 percent 
more steel authorized for use than in whatever the base period is? 
What are the criteria? What are the reasons why he should have 
that, as compared, let’s say, to any other industry? That’s where the 
difficulty comes. IJ can conceive very easily how we could get to 150 
percent ‘because you talk only in—— 

The Cnamman. You have to have traffic lights to direct. traffic, 
don’t you? And you have to have somebody, either a police officer at 
the corner or somebody to act for the American people in this 
situation. 

Mr. Durry. Senator, may Imakea point onthat? Ithink there isa 
real question in your last example. We’ve been buying and hanging 
up traffic lights around the country at certain rates, [ don’t know 
what they are, for many years. Now, this year do we need to put up 
150 percent of what we did in any previous year? If so, why? 
Maybe we do, but if we do, why ?¢ 

The Cuatrman. I wasn’t referring to traffic lights as a user of steel. 
I was talking about the fact you had to have a traffic light on economy. 

Governor Wiu1aMs. I have two questions not wholly unrelated, 
and I may say there is some compelling force in the arguments you 
make, You stated that three-quarters of each ton that goes into your 
vehicle is Ford-produced. Is that correct ? 

Mr. Durry. No, I said that about three-quarters of a ton of steel 
that goes into our passenger car is fabricated by the Ford Motor 
Co. The steel is taken— 

Governor WiiurAMs. You mean it’s stamped ? 

Mr. Durry. As far as our production is concerned, if we take the 
car as it comes off the assembly line, about one-third of the steel that 
is in that car is manufactured by Ford. If we take that part of the 
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stee] that we do something to to make the car, that we fabricate, about 
45 to 50 percent of the steel is produc ed by Ford. 
ae Witiiams. Do you have any suggestions as to how we 
America can produce more steel? That’s a very broad and gen- 
er vl question, but apparently your company has gone into this steel- 
production thing for some time to protect yourself. I think you might 
have some observations on it. 

Mr. Durry. Of course I think a great deal is being done, and has 
been done. 

Governor WinuiaMs,. I realize that, but apparently we need a little 
more. 

Mr. Durry. Well, more of the same. 

Senator Freravson. Have you heard it said that by next January, 
there could even be a surplus of steel 

Mr. Durry. I have heard that a number of times. 

I have also heard that there is not going to be enough steel. I 
think a lot of it depends upon the macter that Senator Moody was 
discussing here a moment ago. Whether there is or is not depends 
upon how much we are going to try to do in a short period of time, 
with respect to those industries that are called defense supporting. 

Senator Ferguson. Isn’t there only so much you can do? 

Mr. Durry. Yes. But there is the relationship between what you 
do and what might be done. 

The CuarrMan. Mr. Dutly, 

Senator Frrevson. Have you an idea on this question of surplus 
by next January or February, say the first quarter of next year ? 

Mr. Durry. I think if we have the Controlled Materials Plan 100 
percent effective, there will be steel. Because under CMP I think the 
assigned production programs will be below the actual availability 
of steel for them to chew up. 

Senator Feracuson. Therefore, you will have unemployment caused 
by—— 

Mr. Durry. Yes. That is why we say, once you take the entire 
economy, the entire production ‘of steel, the entire manufacturing 
of this country and circumscribe it, then the ingenuity of the manu- 
facturer and of industry is also circumscribed. 

The Cuatrman. If we had a little bit of steel expansion when the 
President of the United States asked for it, I think there would be 
no circumscription whatever, if we did have steel to provide for those 
who need steel today. Nobody is trying to regiment anybody. As you 
know, the idea is that you have a hundred percent of steel avail- 
able and you have 135 percent of steel required. Maybe that isn’t 
an accurate figure, as Senator Ferguson pointed out. Nevertheless, 
more people want steel today than “there is steel available. The one 
is, how is the spokesman or representative of the American _people 
going to hand that out fairly and equitably? That’s what we’re here 
for. 

Mr. Durry. I certainly hope you can see the basis for 135 percent, 
that’s the important thing. 

Senator Fereuson. I don’t think I will let the record stand—that no 
one wants to regiment anyone—in the production. An automobile 
plant would certainly regiment somebody. 

The Cuarman. Not for the sake of regimenting somebody. 
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Senator Frrauson. I won’t agree with that. 
The Cuamman. We don’t have to agree on everything. Thank-you 
very much, Mr. Duffy. 


STATEMENT OF I. T. O'BRIEN, ASSISTANT TO THE GENERAL 
MANAGER, CHRYSLER CORP., DETROIT, MICH. 


The Cuairman. Mr. O’Brien of Chrysler here 

State your name, please 

Mr. O’Brien. 1. T. O’Brien. 

Senator Ferauson. The press over here, people in the back want to 
lear Vou. 

Mr. O’Brien. Assistant to the general manager, Chrysler Corp. 

The Cuatrman. May I ask you a question in line with the last 
question we asked Mr. Duffy? Do you think that there is likely to 
be a surplus of steel at any time in the next few months ¢ 

Mr. O’Brien. I'm going to say to you here today, we're going to—— 

The Cuairman. You don’t think there is a surplus of steel, is that 
correct ¢ 

Mr. O’Brien. No, sir. 

Senator Frrauson. I think the question went to the first quarter of 
next year. 

Mr. O’Brien. Well, Senator, I have just come back from a trip, 
visiting the steel mills that supply us our steel, and the confusion 
there was so tremendous that I couldn’t get any of them to make a 
statement as to what I might expect in the way of steel in September. 

Senator Fercuson. What is causing the confusion ? 

The Carman. Who is that ? 

Mr. O’Brien. The various steel mills from whom we get our steel. 
The confusion was that each one of these mills was getting an ava- 
lanche of ACM’s or what they call it, authorizing material certificates. 
Those were from people that they have never heard of before. Until 
they can sit down and definitely analyze what effect that was going to 
have on their tonnage, there was no way for them to tell me what I 
might get as an allotment in September. 

The Cuamman. Well, did you indicate that you will have to shut 
down in September for lack of steel ? 

Mr. O’Brien. I firmly believe we might; yes, sir. 

The Cnamman. What would that be, from the st: indpoint of em- 

ployment? How many people will that idle? 

Mr. O’Brien. It will idle a good many people. I would like to go 
through my presentation. 

The Cramman. I’m sorry, go ahead. 

Mr. O’Brien. In the years since the end of World War II, I have 
been charged with the direct responsibility of getting the steel to 
-upport the production schedules for all Chrysler divisions. 

We have had constant problems and at no time have we been able 
to obtain as much steel as the demand for our products justified. Our 
production schedules and the employment in our plants have been lim- 
ited in these years by the amount of steel we and our suppliers could 
get. At times other situations have cut our production below the 
— but always steel has been the control on what we could 
pian. 
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I might say here, before going further, that my approach to you 
question there is entirely different than what Mr. Duffy’s was. You: 
letter of the 9th, I have attached the answers to that, after my origi- 
nal presentation. 

The Cuairman. That’s fine. We would like to have your over-al! 
view of this picture. 

Mr. O’Brien. This is my over-all view that I will give you first, and 
then the attachment answers the 10 questions which you have asked 
in the July 9 letter. 

The Cuarrman. Thank you. 

Mr. O’Brien. Down to the present time we have operated with a 
steel inventory lower than desirable for normal cycling of our press 
plants, but still sufficient to keep a reasonably steady flow to the as- 
sembly lines. 

Under the present production-control programs this supply is being 
reduced. For August and thereafter we do not now see enough stee!] 
ahead of our production lines to keep operations flowing smoothly. 
even at the rate of consumption permitted under the existing limita- 
tion orders. I have just completed a visit to our major steel suppliers, 
and I found none prepared to make any commitment as to what they 
could ship us in September until they can measure the flood of orders 
being served on them for the programs receiving Government assist- 
ance. None could see how they are going to continue supplying us 
in the amounts they have allotted us for July and August. 

The CuarrMAn. Shall we again get back to the point of whether or 
not a great many of these items, so-called defense-supporting items, 
are or are not necessary ? 

Mr. O’Brien. I’ve been so busy chasing one job, I really don’t know. 

This steel promised us, in July and August allotments, is not 
sufficient to build our program, and our July 1 inventory will be 
drastically reduced by September 1, probably by 40,000 tons. Our 
business cannot operate effectively on an inventory of steel measured 
In just a few days’ supply. 

Senator Fereuson. Is your program based on the amount the Gov- 
ernment will let you build; was that 40 percent off / 

Mr. O’Brien. That is right. 

Senator Fercuson. Government-allowed program 4 

Mr. O’Brien. Yes. Of course, the minute I get off this hot seat 
I’m going down and see Duffy and get some of that steel. 

The CuatrmMan. We wish you luck. 

Senator Frrevson. I think he said that he only had for about 30 
days. 

Mr. O’Brien. I’ve got much less than that, Senator. 

I should explain that, in automobile manufacture, there is a long 
variation of lead time for different items. Steel for forged parts such 
as crankshafts must be in hand about 90 days before the time those 
parts will leave the plant in a finished automobile. Some of the sheet 
metal going into deep-drawn parts, such as fenders and hood tops, 
must be used within a few days after it is received from the mill. 

Actually we have to determine our ability to make daily schedules, 
not on the basis of total tonnage of steel available but on availability 
of a great variety of sizes, gages, and shapes needed for making given 
quantities of a great number of parts. We have in our list of require- 





SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 145 


ments 500 different bars and shapes, and 1,350 different size and gage 
specifications for flat steel. 

Our suppliers, who have the same problems of lead time as sched- 
iling, also have long lists of different steel specifications. 

An immediate improvement in our steel position is needed if we 
ire to operate through the third quarter at the rate allowed by the 
National Production Authority. This rate is 41 percent less than we 
produced in the same quarter of last year, and 32 percent less than 
we produced in the second quarter of this year. At the moment we 
do not see where this relief is coming from. 

During the last 4 years, supplies of finished steel available through 
the regul: ar sources from which we had been buying for many years 
had fallen short of our requirements by very large amounts. We have 
maintained our production only by the purchase of large tonnages 
of conversion steel. 

Conversion steel consists of ingots, slabs, or billets from one pro- 
ducer transferred to other producers for conversion into finished steel 
such as sheets, strips, or bars. 

The Cuarrman. What premium prices have you had to pay for that 
steel ¢ 

Mr. O’Brien. That varies very tremendously. If you are buying 
an electric-furnace ingot, for example, the standard price on an elec- 
trie-furnace ingot is $64, and you have $30 scrap. If scrap is $50, 
that is going to bring the cost another $20 over that. If you buy it 
from the regul: ar mill, that has a breakdown or some such thing and 
have more ingots or slabs than they can use, you can usually buy it at 
slightly over “what you'd sell it back to another mill. Their profit is 
per rfectly all right. 

The Crarman. Been buying any steel in so-called broker—— 

Mr. O’Brien. We have never bought any steel from any broker. Up 
toa matter of a year or two ago, there was a great avalanche of propo- 
sitions that came in to us almost every day, and we made a very care- 
ful study on a great many of them, and always ran up against a blank 
wall. Wasn’t anything, just an idea. 

The CuarrMan. Can you give the committee any information, just 
parenthetically, 5 at might help us trace the gray markets on steel ? 

Mr. O’Brien. I don’t see how I could, because we haven’t been ap- 
proached. They tried approaching us 2 or 3 years ago. We made a 
careful study of two or three of them, and it’s just an idea; that is all 
they had. The conclusion I came to in chasing them down was that 
they were somebody working just inside the law that would like to 
vet your purchase order with your name on it, and then you would be 
n for some litigation if you didn’t accept the junk that they gave you. 

The Cuarman. Thank you. 

Mr. O’Brien. Some of this conversion steel becomes available when 
producers with integrated facilities have an unbalance between their 
steel-producing and their finishing facilities, because of breakdowns 
or other circumstances. 

More conversion steel is obtained from small furnaces, including 
modern electric furnaces designed primarily for making high-alloy 
steels, many of which are not attached to finishing mills. When we 
buy such steel we have to find mills which have excess finishing capac- 
ity at the moment, ship it to them, sell it, and buy the resulting finished 
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steel. This is obviously a very costly way of obtaining steel which ca 
be supported only within limits and by operations which consume 
steel in very large production runs. The situation develops only when 
the demand for steel is very high, and when all steel-producing facili- 
ties are working to their practical limits. However, it does have the 
effect of greatly increasing the total supply of finished steel available 
for all businesses, large or small. 

During the postwar period the suppliers who make parts for us 
have had the same difficulty in obtaining steel that we have, some 
more, some less. In general, it has been more difficult for a company, 
regardless of size, which did not have an established position as a long- 
time customer with one or more mills or warehouse sources. I might 
just evaluate that for you a little. We have at least one sizable sup- 
plier. Prior to the war it was to his advantage or his purchasing 
department made this practice of buying steel from sm: all hand mills, 
a great deal of it. And these small hand mills are coming out of the 
war and torn apart. Nobody wanted to run one; didn’t think they 
could operate one. That left them out without any position with 
regular mills, and they have a very violent time over a period of « 
couple of years, getting reestablished. The steel mills generally ied 
tried to take care of their old customers by allotting to them about 
the same percentage of the total production they used to buy prewar. 

Some of our very large suppliers used to buy prewar from sources 
which are no longer available, such as hand mills, which are not now 
in production. They had difficulty, great difficulty, establishing new 
sources, and we have had to divert considerable steel to them out of 
our own allotments. This has limited our output more than would 
have been the case if these suppliers had had prewar mill positions. 

During the past 12 months the situation in regard to our suppliers 
has become progressively worse. Great numbers have had to operate 
on a hand-to-mouth basis, and in many cases call on us for help. 

Even if our si ppliers cannot operate, we cannot. Either they make 
parts or we do not make finished automobiles. Altogether we buy 
today from more than 8,000 firms. Approximately 2,500 are produc- 
tion vendors, most of whom make steel parts that are going into the 
ears and trucks. These are firms of all sizes, some having as few as 
25 employees. 

The Cuatrman. That reflects again on the relationship between 
large and small businesses ? 

Mr. O’Brien. That is right. Inthe immediate area of Detroit alone 
there are 408 firms with less than 500 employees from whom we regu- 
larly buy items made of steel that are assembled into our cars and 
trucks. There are 733 more business establishments here, also employ 
ing less than 500 people, who make tools, dies, and fixtures for us, or 
who sell us other supplies that are not parts built into the vehicles. 

We have had to take steel out of our own purchases to help more 
than 175 different firms of all sizes to produce items we required. 
Each week some need assistance. 

During the last 12 months alone, we have supplied at least 90,000 
tons of steel, out of our own supplies or mill allotments, to make the 
production of these firms possible. 

In total tonnage the shortage has been greatest in flat-rolled a, 
since so much of any finished vehicle, from the frame to the body, is 
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produced from flat-rolled of one type or another. Yet, the most 
critical shortages in recent months have been in bar stock, as directed 
programs are ¢ already taking up to 65 percent or more of the output 
of bar mills. 

Now, with the coming of CMP programs on a broad seale, the 
shortages are so general | that we probably will no longer be able to 
identify any particular item as the bottleneck, until the situation is 
materially changed. 

The Cuarrman. Is that because of CMP or because of the material 
shortages themselves ? 

Mr. O’Brien. At the moment, in my case I would say the CMP and 
the confusion left the steel mills. 

Senator Frerauson. They are demanding, as you say, 65 percent of 
these bars ? 

Mr. O’Brien. Not so much on the bars, Senator, as in my visit last 
week with the officials of the various mills. They were having this 
avalanche of papers coming in to them from sources they had never 
supplied. As a result, until they could get that sorted out and come 
to the conclusion of honoring these CMP certificates, there isn’t going 
to be—what’s going to be available to these fellows outside of the 
CMP? 

The Cuamman. You fee]l—— 

Mr. O’Brien. I feel just as Mr. Duffy does. That meeting he men- 
tions with the automotive seetions—and there are meetings in Wash- 
ington with Manly Fleischmann and his other assistants—it’s always 
been our contention that CMP should be limited to militar y and highly 
related defense programs. What would you do about atomic-energy 
program or what would you do about our plant—— 

The CHamman, It is a means of defense / 

Mr. O’Brien. That is right. 

The CHAIRMAN, The problem in that connection, you see, Mr. 
O’Brien, is—and I would like to repeat, even though my distinguished 
colleague doesn’t agree with me—Messrs. Wilson, Johnson, and 
Fleischmann are not professional regimenters; they are men called 
down to do a very tough job in this situation. Now, the question is, 
if you don’t have a control which extends beyond your defense and 
intimately related defense items, whether people with greater power 
to buy, including the automobile companies, of course, would not take 
so much steel that the little fellow could be frozen out? That is one 
of the things involved. Iam not saying you would, intentionally, of 
course. | Ie saying when you have "135 percent of an estimated 
requirement, 135 percent of supply, I'd like to know what your opinion 
is, as to how an equitable distribution of material could be made for 
the economy. 

Mr. O’Brien. That’s a pretty tough question to answer. 

The Cuarrman. [ll say it is tough, and that’s the question they've 
got to answer. 

Senator Fereuson. Don’t you think that the CMP will make even 
a great demand ? 

Mr. O'Brien. I feel very sure, Senator Moody, if the requirement of 
this country is 135 percent of the demand, then we're in trouble. But 
we have to bear this fact in mind: that going into the last war we had 
about a 95-million-ton capacity of steel. We're now—what are we, 
110 or 112 million? 
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The CHatrMan, 103. 

Mr. O’Brien. Going up to 112. 

The Crarrman. Going up to 118. 

Mr. O'Brien. You take the difference between that 118 and that 
95, it’s a tremendous increase. Of course, the country hasn’t been run 
wide open for the last 5 years. And there have been indications that 
the demand is tapering off, too. 

The CuarrMan. You say that, long before any CMP was thought 
of and before the Government came into this thing, you’ve had trou- 
ble getting steel ever since the war? 

Mr. O’Brien. Ever since the war. I went to this steel assignment 
as a special duty, with a free hand to deal across the board, because 
that’s the only way you can get steel. That was by Mr. Keller. And 
I've given it a high percentage of my time since. I’ve never seen it 
as cloudy as it is at this moment. 

The CuarrMan. You might agree with this, that the erroneous im- 
pression, that the shortage of steel exists because of the efforts of the 
Government to apportion the supply of steel, while at the moment 
this thing is naturally causing a change in the situation and it’s caus- 
ing such. dislocation, it’s inevitable, perhaps. According to your 
statement, you don’t believe that the steel is short in the country now, 
merely because someone is trying to allocate that steel unfairly, do 
you? 

Mr. O’Brien. I think that the steel in this country is as available 
today as it was a year ago today, but it was in short supply then. 
What's happening ‘today is that the advent of the CMP plan, just 
going into effect now in ns has created a confusion. And 
the people who create steel and who they are going to ship it to, 
could—— 

The CHarrman. It’s created a new situation that you have to 
combat ? 

Mr. O’Brien. That is right. 

Senator Fercuson. Would you say it’s exaggerating the situation 
and making it more difficult ? 

Mr. O’Brien. Oh, definitely, for the time being, until we can see 
it level out. That’s why I say to yeu, that, up to this moment, through 
devious means of buying a semifinished steel and getting what we can 
through the mills and through allotment, we have been able to meet 
our schedules. I don’t see at this moment how our company is going 
to operate in September. I just made a trip last week 

The Cuarrman. What do you mean by devious? I don’t think you 
want to use that word. 

Mr. O’Brien. When you say devious you just don’t sit home and 
think the fellow is going to come to you, you go out. 

The Cratrman. You take the ener getic system ? ¢ 

Mr. O'Brien. It’s the fellow who travels to doorbells who gets the 
steel. May I finish this? I think this will answer your questions. 
The committee will be interested in our situation as regards to military 
work. 

At the present time, we are producing military trucks and parts 
against present orders for more than 2 5,000 vehicles, and we also are 
in production on some orders for aircraft parts, marine and industrial 
engines, antisubmarine nets, rotating bands for shells, and ammunition 
boxes. 
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We have contracts for production of tanks and tank engines and 
subcontracts for aircraft production and for various other items. 
Facilities are being made ready for these. 

Within the last few weeks the Nav y has committed $91 million to 
cre egy of a plant for production of jet engines by us in the Detroit 
area. Considerable space in our own plants here will also be devoted 
to this work as soon as production can be started. 

Actual production in substantial volume on the latter projects will 
come in 1952 or 1953, so that the effects on our business and employ- 
ment will be relatively small for some months. 

We are concentrating on keeping operations and employment at 
as high a level as possible. We are seeking more defense work that 
can be fitted into our plants here and in other cities where we have 
operations. 

But particularly for the immediate future, our employment will 
have to be sustained by securing materials for both civilian and de- 
fense-supporting production up to the schedules allowed us by the 
Government controls, and I want to assure this committee that we are 
continuing to make every effort to realize these objectives. 

Following this are the 10 points that were asked in your letter, and, 
if you like, I will re: - them or do anything you wish. 

The Cuamman. I don’t think that is necessary. We will be study- 
ing these things, of course. 

I have just a couple of questions and I realize the hour is late. Sen- 
ator, do you have some questions / 

Senator Frerauson. I have some questions about the machine-tool 
situation. You note here that your war production and substantial 
production will not get into effect until 1952 or 1953. Whiat’s the cause 
of that’ Is it machine tools? 

Mr. O’Brien. Well, it’s the creation of facilities and the date on 
which you received the contract, for example, on our tank. I believe 
we signed that back the 8th of December, this last year. Now, that 
necessitated the creation of a facility and while you are creating the 

facility, you likewise create the equipment necessary. We hope to 
start a few tanks out of that plant by December of this year. 

Senator Fereauson. It’s a 12-month job? 

Mr. O’Brien. Yes. 

Senator Ferguson. And that has a priority, as I understand it, 
that you get steel for the building and steel for the machine siele 
and equipment ¢ 

Mr. O’Brien. Yes, sir. We are creating 

Senator Frereuson. You have the lag, if you know what the lag 
is on machine tools, as far as your company is concerned. 

Mr. O’Brien. That is percentage. I have a chart in here showing 
the amount of machine tools that we have on order. Well, what was 
your question again, Senator ? 

Senator Frereuson. Well, I want to know what the lag was on 
these machine tools, whether there was any delay for war material— 
war production, because of machine tools. 

Mr. O’Brien. I think there is some delay in getting the machine- 
tool industry up to production again, because come the end of the 
Second World War, your machine-tool industry requirements fell 
off to a great degree, and a great many of them were either without 
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a business or went into other businesses, and reduced their facilities 
so that when you started up again with the Korean War, the tool 
makers, the tool builders, had a tremendous expense program to go 
through before they could get into production. 

Senator Ferguson. Does all of your military contracts for machine 
tools come in ahead of your civilian ? 

Mr. O’Brien. They are placed with a high priority with the ma- 
chine-tool builder and certainly run ahead of any civilian machine that 
you had, if displacing the civilian machine would help expedite the 
militar v. Now, you don’t throw it aside just so you can say, “No, we're 
not receiving any civilian, until we can get all the military.” You 
cripple the mac chine industry that way more than you can help them. 

The Cuarreman. Are you through / 

Senator Frrauson. Yes. 

The Cuatrman. Mr. O’Brien, how many suppliers would be cut 
off from orders if you did cut down on civilian, approximately ? 

Mr. O’Brren. We have about 45 suppliers, productive and non- 
productive. 

The Cuarrman. How many of them in Detroit, or around it? 

Mr. O’Brten. I would venture that—I haven't figures with me—at 
least 50 or 60 percent of those are in the Michigan area, let’s say; not 
Detroit. 

The Crarrman. So there would be roughly 2,500 small-business 
men who would be hit hard by small businesses and their employers 
would be hit hard by shut-down of the Chrysler, because of lack of 
steel: is that correct ? 

Mr. O’Brien. That is correct. And I would like to say to you that 
we have a—it’s our firm belief that we will find a way to circumvent 
this shortage. 

The Cratrman. I’m glad to hear you say that. 

Mr. O’Brien. I’m saying to you, as I discovered the-— 

Senator Frrauson. How many men have you laid off now? 

Mr. O’Brien. We had quite a drastic reduction in our labor force 
at the start of this quarter, by reason of our production facilities 
being cut, a matter of thirty-odd percent. 

The CuHairman. Thirty percent of what was your total / 

Mr. O’Brien. Employment. 

Senator Frreuson. I have it here. 

Mr. O’Brien. I have here in the second quarter where we have 
126,580, and our average, we think, for the third quarter is going to 
be 109,500—that is employees in our own plants. 

The Cuairman. I’m sorry; I missed that figure. 

Mr. O’Brien. 109,500 and reductions in the number of cars that 
we are permitted to build in the third quarter has réaundd that to 
109,000. That is the average: we’re a little higher than that now, 
but we think by the end of the quarter it will average down to that. 

The CuHairman. Is that in Detroit? 

Mr. O’Brien. No; that’s our whole emplovment. The major por- 
tion of this vear, that is. 

Senator Frrevson. Of course, that will equal almost what you had 
in the first quarter of 1950? 

Mr. O’Brien. Well, it was due, in that first quarter, to the strike, 
as well as a portion of the second quarter. 
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Senator Frreuson. That is why those numbers are so small. It’s 
about 20,000—it’s about 15,000 below the third quarter of 120, 

Mr. O’Brien. Yes. 

Governor Witi1aMs. Mr. O’Brien, what did you say steel consump- 
tion was before Korea; about 978, that is the total tonnage ? 

Mr. O’Brien. I didn’t say consumption, I said prior to World War 
Il. I talked about the steel-industry output; I didn’t talk about 
consumption. 

Governor Wita1aMs. All right. What was the output? 

Mr. O’Brien. I believe it was 85 million before the war and it is 
now 134 million. 

Governor WititAMs. You said ever since World War II you had 
experienced shortages: how great an output do you think would 
have been necessary to have filled your open time under demands 
along with Ford and General Motors, who also complained of the 
same situation? Have you stopped to make any estimate of that? 

Mr. O’Brien. No, Governor; we haven’t. I think your answer to 
that problem is that it is pretty much like the steel demand today, 
we have been running 135 percent open on everything since the war 
without any down time for change of models or anything else. We 
have had such a demand for the product—not only—but almost any- 
thing else that is made. This country has been having an extra- 
ordinary high-production level. 

Senator Frreuson. It’s trying to fill the orders that have accumu- 
lated during the war. 

Mr. O’Brien. The backlog. 

Governor Wini1ams. When do you think our economy will be 
geared to where you think we should be on the civilian economy ? 
Do you think it will level off at 120 or 105, or what? 

Mr. O’Brien. I haven’t any idea on that, Governor. I see indica- 
tions in traveling around that some of the other industries, the dis- 
tributors’ and the dealers’ loads, and that just means one thing, that 
they’re going to have lower production schedules whether or not we 
are given another war scare that would cause everybody to run in and 
buy ahead of time, I don’t know. 

Governor Wititams. Have you had any indication of that? 

Mr. O’Brren. We had an indication, Governor, just prior to the 
Korean War, that our automobile business, speaking of the industry, 
had every indication of a leveling period, but the Korean War came 
along and everybody thought they werent going to be able to get a 
new car and that stimulated demand. 

Governor Wiuu1AMs. Do you think the automobile industry is going 
to be able to get along on the existing — output / 

Mr. O’Brien. I wouldn't have any idea. I do know this, that if we 
require steel fundamentally to make an fedhaamaais and not only do 
we have to have the steel, but all the people who make parts for us 
have to have like quantities, and we worked strenuously in the direc- 
tion of keeping that in balance—— 

Governor Wiii1aMs. Are you satisfied that there is sufficient 
capacity to produce steel today to take care of your demands in the 
foreseeable future? 

Mr. O’Brien. I don’t know what the military is going to take, so 
t would be hard for me to answer. 
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Governor Wiuaiams. Well, were you satisfied immediately after 
World War II? 

Mr. O’Brien. No, sir; I wasn’t because I have been using conversion 
stee] ever since then. 

Governor WiiuiaMs. Have you any suggestions as to how this 

capacity could be increased ¢ 

Mr. O’Brien. Governor, I have just one job, that is getting steel. 
not how we increase the capacity of the steel mill, but I find myself 
busily doing what I’m assigned to do. 

Governor Wii1ams. When you can’t get it, you stop there. 

The Cuarrman. Along the line of the Gov ernor’s questioning, do 
you agree that expansion, further vigorous expansion, would keep it 
in line now? 

Mr. O’Brien. I think there is a tremendous expansion going on now 
in the steel industry. 

The Cuarrman. Perhaps you could start on it. 

Mr. O’Brien. That is entirely possible, however, Senator. You take 
the middle of 1949, steel became quite easily available just at that 
point; then we had the steel strike that fall. That seemed to get it 
all out of kilter again and we haven’t got it back in its place, yet. 

The Cuarrman. One other question I'd like to ask you—were you 
through ? 

Governor WiuuiaMs. Yes. 

The CHamman. Has any pressure or suggestion been made to your 
company by the military to locate plants outside of Detroit ? 

Mr. O’Brien. Senator, I’m not prepared to answer that, but I have 
a man in our organization here who could supply that information, 


The Cuarrman. Would you ask him to come to the stand ¢ 
Mr. O’Brien. Yes, sir. Colonel? 


STATEMENT OF G. W. TRICHEL, GENERAL MANAGER’S STAFF, 
CHRYSLER CORP. 


The CHarrman. Would you state your name, please, and your re- 
sponsibility with the corporation ? 

Mr. Tricuet. I’m on the general manager’s staff of the Chrysler 
Corp. Ihave, among other duties, the supervision of special-products 
planning, which at present concerns itself largely with military 
products. 

The Cuarrman. Did you hear the question I asked Mr. O’Brien ? 

Mr. Tricnex. Not very well. 

The Cuamman. Has there been any pressure or suggestion or direc- 
tion from the military from the Pentagon in any way that Chrysler 
locate any new plants or locate any new ‘business that it may be under- 
taking for the military outside the immediate area of Detroit? 

Mr. Tricuex. Yes, but not from the Pentagon; local representatives 
of the Government agencies with whom we » have dealt in planning, 
have a general scheme > of distribution, mobilization activities over the 
various | sections of the country and in connection with tanks. When 
we were approached in the planned production of tanks and tank 
engines, we were asked to consider facilities in an area other than 
Detroit. 

The Cuarrman. By whom were you asked / 
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Mr. Tricuet. By the mobilization planning group, the tank-auto- 
motive center. 

The Cuarrman. Who would that be? 

Mr. Tricnen. Specific individuals, Mr. Loren Jenks and Joyce 
White. 

The Cuatrman. Are they located in Detroit now? 

Mr. Tricue.. Yes, I believe they’re both still with tank automotive. 

The Cuarrman. And it was at their direction or at their request that 

you decided to start this plant down in Delaware / 
- Mr. Tricuer. An attempt was made to fit a Government-owned 
plant for Chrysler operation in that connection. We looked at plants 
owned by the Government with recapture clauses in several locations 
neluding two plants in the Chicago area, one in Gary, Ind., one in 
Birmingham, Ala., one plant in New Orleans, La. ‘These plants were 
all Government-owned. Some of these plants we didn’t consider suita- 
ble locations of work. The plant in New Orleans was not suitable 
structurally for the production of tanks. The plant in Birmingham, 
Ala., was. We informed the Ordnance Department that that plant 
was satisfactory to us and we were informed that they took steps to 
have it allocated to them, but that the Munitions Board decided the 
facilities were to be given to the Air Force for a project which they 
had. After that there were no other suitable plants in mind and 
discussions took place between our management and the Office of the 
Chief of Ordnance, in which I took no personal part, in which it was 
suggested that Chrysler build a plant at a location acceptable to the 
Government for the production of tanks. 

The Cuarrman. The Government, under the law, had no authority 
to build a tank. 

Mr. Tricuer. I do not know. Subsequent to that, we offered to 
build a tank plant, a plant suitable for the production of tanks on a 
piece of property which we owned at Newark, Del. That offer was 
accepted by the Ordnance Department. 

The Cuarman. I see. Of course, there are other parallel tank 
plants which have been placed in the Detroit area and the dispersal 
of military production—it is an understandable and desirable policy. 
[t seemed to some of us here Saturday that when you are going to 
parallel plants, when you're going to contemplate a program where 
you might move workers from Chrysler to a tank plant in case of 
such an emergency, Newark, Del., was quite a long way to take them. 
That was a Government decision rather than your decision, is that 
correct ¢ 

Mr. Tricuen. The decision to move away from Detroit was the 
Government’s, The suggestion of Newark, Del., as a location came 
from Chrysler. It was acceptable to us. And it was also acceptable 
to the Government. 

Senator Ferguson. You had that land? 

Mr. Tricnet. That’s right, we owned a piece of property there. 

The Cuamman. What is the rate of construction progress on that 
plant? When will it be done? 

Mr. Tricue.. The plant is perhaps a month ahead of schedule, I 
would say, and about three-quarters of the roof is on the plant now. 

The Cuatrman. When will it be done? 

Mr. Tricurt. December, I think. 
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The CuarmMan. December of this year ¢ 

Mr. Tricnen. Yes. 

The Cuairman. How much steel has already been bought and 
shipped to that Delaware plant 

Mr. Tricuet, The last report the first of June, three-quarters of it 
was on the ground. 

The CuarrMan. Of the steel for the plant / 

Mr. Tricuen. That’s right. 

The CiatrMan. Is there any steel down there that is to be used 
after the plant is completed ¢ 

Mr. Tricue..I don’t believe there is any production steel at the 
Delaware plant. All the steel on the site is for construction purposes. 

The CuamrMan. I see. We did have a report there was a consider- 
able amount of steel down there. We were wondering what the pur- 
pose of the steel was. 

Mr. Tricnen. The steel on the site at Newark is only for building 
the plant, intended for construction. I don't believe there is any 
production steel as yet delivered. 

The CrarrMan, Is there any production steel delivered for the use 
of that plant to warehouses near Newark ¢ 

Mr. Tricuen. It is. We have some. 

The CuarrMan. Is it a considerable amount of steel ? 

Mr. Tricurn. No, rather small amount of steel. It is steel that 
will be used largely in the installation; steel that will be used in 
machine repair, the normal operating stock of steel for a plant that 
size, 

The CHairman. We are wondering why you have to have that steel 
so far in advance ¢ 

Mr. Tricuev. I don’t think it is very far in advance, we'll begin to 
install machinery there in the next 8 months. As soon as the group 
on—the plant, the machinery installation will be completed at the 
time the plant is. 

Senator Fereuson. How many tons do you have waiting for the 
machines to go in in 3 months ¢ 

Mr. Tricuer. I can’t answer that. 

Senator Ferguson. Who knows of that ? 

Mr. Tricuen. The Delaware plant. 

Senator Frraguson. Does the Government know of that steel ¢ 

Mr. Tricuer. The Government agent O. K.’d the order for a piece 
of it. 

Senator Frerauson. Has it a priority ¢ 

Mr. Tricuen. Yes. 

Senator Frrcuson. In effect, it’s being unused there for any length 
of time, the Government knows about it, and is responsible ¢ 

Mr. Tricuen.. I think that is correct. I don’t believe there is any 
appreciable amount of steel there; in fact, I’m sure there is not. 

The CuarrMan. There is not ¢ 

Mr. Tricuen. Yes. 

The Cruairman. We have a report there is some steel plate down 
there ready to make finished tanks; is that true? 

Mr. TricueL. From the newspapers, Senator, which is my source 
of information on the subject, someone testified Saturday that steel 
had been delivered to the American Foundry warehouse for our ac- 
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count. I checked to see that one because I thought you might have 
an inquiry. It’s 1,804 pounds of steel in the quarter, and it’s there, 
and it’s steel intended for machine repair, miscellaneous bar and 
round stock. 

The Cuatrman. I see. That was the report we did have; I just 
wanted to check it 

Mr. Tricuen. I don’t object. 

The Cuairman. There is a rather extensive rumor that there is a 
large amount of steel plate down there waiting to be put on tanks, and 
in view of Mr. O’Brien’s testimony— 

Mr. Tricuer. We have no production steel. 

Mr. O’Brien. We haven't used a production-steel schedule, and we 
can't get the production steel yet. 

Mr. ‘Tricuen. There is no production steel yet. 

Senator Fercuson. I just want to know how much steel has actu: ully 
been ordered, and delivered anywhere for production out of that plant. 
Mr. O’Brien. Not any except for the maintenance and supplies. 

Senator Frerauson. None except for maintenance é 

Mr. O’Brien. That’s right, we haven’t been issued a production 
schedule for authority yet. 

Senator Frerauson. So, then, there couldn't be steel stored 4 

Mr. O’Brien. No. 

The Cuairman. Thi ank you very much, gentlemen. 

We'll adjourn until 2:30. 

(Whereupon, the committee adourned until 2:30 p. m., Monday, 
July 16, 1951.) 


AFTERNOON SESSION 


The Cuatrman. We will come to order, please. Mr. Walter Reu- 
ther. It is good to see you back in harness, looking so well. 
Mr. Reuruer. Thank you, Senator. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, UAW-CIO 


The Caiman. Did: you come here to testify on this situation, and 
will you state your name ¢ 

Mr. Revruer. Iam Walter P. Reuther, president of the UAW-CIO. 

[I appreciate the opportunity of testifying on this very serious problem 
in that it affects not only the auto indus try and Detroit asa community, 
but, I think, seriously threatens the economic st: ability and the employ- 
ment opportunities of other basic industries that are large consumers 
of steel and other scarce material. 

The CHarmman. We are very glad to have you here. You have 
shown a great deal of initiative in the past in telling the country how 
to handle this thing. 

Mr. Revuruer. I think that fundamentally we are beginning now to 
pay the price for the fact that we have permitted the veloc ity of eco- 
nomic scarcity and monopoly to dominate a policy of certain of our 
basic industries. I mean the steel industry for a number of years has 
resisted expansion, They have insisted that their capacity was sufli- 

cient to meet our needs, and because the country was unable to break 
ths it attitude of monopoly scarcity based upon the philosophy of high 
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prices and high profits and low outputs, we are now faced with very 
serious shortages of steel and other scarce euderkib 

The Carman. As a matter of fact, you will recall that the Presi- 
dent of the United States proposed an expansion of steel? 

Mr. Revruer. That is correct. Asa matter of fact, I think it might 
be worth while just to take a couple of minutes and find out how long 
this problem has been with us and what has been done to correct it ¢ and 
why we didn’t get it corrected. 

Senator Ferguson. I wonder if I could leave you with one thought 
and see whether or not you can put it into your picture—the amount 
of steel that is being shipped for the Nation and the capacity of 
the German plants to produce more to take care of that, so we can 
have more steel here while we have this shortage. Are you familiar 
with those facts ? 

Mr. Reurner. Yes. The amount of steel that is being shipped is a 
very small percentage of the total production of America and I don’t 
think that is an important factor. I do believe there were mistakes 
made—very serious mistakes made—in dismantling certain basic steel 
production in the capacity of the Ruhr. I spent a great deal of time 
with the State Department, and I worked with other groups trying to 
prevent that. I took the position that it was fundamentally wrong— 
the German situation and their steel capacity. It was the purpose to 
which that capacity has been used. It was the basic lack of social re- 
sponsibility and controlling of those industries and not its capacity. I 
think we were helpful in saving a number of the important Gerrnan 
steel-producing centers. I have got all sorts of communications from 
the Workers’ Works Council in the areas around Dusseldorf and Gel- 


senkirchen where it worked, and specific ally of saving the German steel 
plants. Ihave been in communication with the Pr esident on that prob- 
lem and other related problems. 

The amount of steel we are exporting—if tomorrow re we 


discontinued exporting one pound of steel, we would still be faced 
with a basic problem that the steel industry has refused to expand 
to meet the needs of the expanded economy. 

Senator Fercuson. Every ton we take out is just one ton less, and 
if the German mills can produce 2 million tons—— 

Mr. Revruer. We ought to be getting that. 

Senator Ferauson. We ought to be getting that, rather than to allow 
it to be shut down without real cause ¢ 

Mr. Revtruer. That’s right; but, you see, we have had a steel short- 
age ever since the last war. The steel shortage is not the by-product 
of the current defense program. We have always had it. It has been 
made more acute by the fact that we are try ing to superimpose upon the 
economy that which was already on a steel rationing program, a $50 
billion defense program, so that we are merely ex: aggerating and in- 
tensifying existing shortages. 

The auto industry, for example, since the last war, has never had 
adequate steel supply, and what is true of the auto industry is true 
of the refrigeration industry, is true of the freight-car industry. 
One of the reasons we didn’t have adequate steel for the freight 
car industry is the steel shortage, and one of the reasons why we have 
problems in getting pipe lines through is the steel shortage. 
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Now, we are being compelled to make up many of these de ficits at 
the time when we need more steel for defense, so that the steel problem 
is not a new one. 

The Cuairman. I may say at this time, Mr. Reuther, what you said 
is directly in line with the gentleman who was here this morning. I 
know he said they have never had enough steel since the war. 

Mr. Reurner. That is correct. Long before Pearl Harbor, I was 
at Washington beating at every door I could get access to, talking to 
every person who would talk to me about the need of trying to get 
the steel capacity of this country in line with the needs of our country, 
both from the point of view of security and from the point of view of 
achieving adequate steel supplies necessary to assure levels of full 
employment. Well, we didn’t get the steel industry to move, and it 
was only after Pearl Harbor that the Government had to move in there 
progressively and get the expansion of steel capacity. 

We could not have won the war if the steel industry had its way. 
The Government had to move aggressively. We got through the war 
and the steel industry began to insist that we were going to have a 
surplus of plant capacity, that actually the expansion that took place 
following Pearl Harbor had given the steel industry a tremendous 
surplus capacity; that instead of having a steel shortage the steel 
industry was going to be blamed with overproduction. Well, we 
found that the ¢ contrary was true, because in 1946 and 1947 there was 
a great deal of unemployment in the automobile industry because the 
industry couldn’t get steel, and back in July of 1947, along with some 
of my associates in the UAW-CILO, I worked in Washington for : 
period of months trying to get the subcommittee of the Senate small- 
business movement to get into the question of steel because when the 
General Motors Corp. experts experienced difficulty in getting adequate 
steel supplies, you can appreciate what the little fellow is going 
through, because General Motors has all sorts of contracts; they 
have access to steel that the small company would not have access to, 
and in 1947 the General Motors Corp. was working 3 days a week in 
many plants because it couldn’t get steel, and that was true of other 
companies, and that was true of other industries in addition to the 
auto industry. 

The CHamman. Mr. Reuther, from time to time the inference is 
made that one reason for the shortage of material is because of the 

(MP or something else. While there is a difficult and intricate job 
and it probably could do the job perfectly, I would say it is not being 
done perfectly. Would you say the basis is because of what the Govern- 
ment is doing now ¢ 

Mr. Reuruer. We have a steel shortage for one very simple fact: 
that is, the steel industry has failed to accept the responsibility of 
expanding its productive capacity, parallel expansion that took place 
in other phases of our economy. 

Back in July of 1947 we finally got the Senate and Small Business 
Committee to set up the subcommittee on the specific problem of steel 
capacity. I appeared before that committee and submitted testimony 
and economic data to show, in our opinion, clearly the need for at 
least a 100-million-ton capacity of steel. Now, that was in 1947. We 
projected that showing that by 1953 we ought to have 120 million 
tons. The represent: itive of the steel industry, the American Iron 
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«nd Steel Institute, which is the trade association representing all the 
steel industry, appeared there and said, “All we needed was 77 million 
tons.” That is all down in black and white in congressional hearings. 

The CuarmMan. I remember that. 

Mr. Reuruer. Seventy-seven million tons. We now have about 
104 million tons, and Mr. Wilson, the Defense Mobilizer, says we 
hope by 1953 to have 118 million tons. Now, back in 1947 we told 
them we would need this steel, but they said that we didn’t know 
what we were talking about, and I would like to submit just for 
the record, so that the committee may study it at their leisure, the 
specific recommendations I made to that Senate subcommittee back 
in July of 1947 dealing with the very problem we are talking about 
here today, and some of this testimony, if you will go back and read 
it, would sound as though you were making it today instead of 1947, 
and the steel shortage is not the result of Government orders on the 
material-control plan. It is the result of the fact that while the auto 
industry was expanding its productive capacity over a period of years 
by 1,000 percent, the steel industry was expanding theirs very little. 
While the oil industry was increasing their production items, the steel 
industry was not keeping abreast with the other expansion of other 
phases of our economy. 

Now, if we were talking about the peanut-butter industry, it 
wouldn’t matter whether they increased the production of peanut 
butter. As they increase the production of automobiles or refrig- 
erators or freight cars or gas pipes, nobody would get concerned : about 
that with reference to peanut butter, but the production of steel auto- 
matically sets a limitation upon the number of automobiles you can 
make, the number of refrigerators, the number of washing machines, 
the number of houses you can build, because steel is the most im- 
portant single controlling economic factor in our entire economy, and, 
therefore, what happens in steel is not exclusively the business of the 
steel industry. You can’t make automobiles without steel, and you 

can’t make all of the other things, and we showed them in 1947 that 
if we just maintained the same standard of living—and certainly 
one.of the things that people have a right to is a higher standard of 
living—if we maintained the same standard of living based upon the 

same per capita consumption of steel, we would have a serious deficit 
just based upon the increase in population. 

The steel industry was looking backward. Their future was behind 
them, and they weren’t looking ahead, and that is exactly the reason 
why we are in trouble at this time. 

Senator Feravuson. Mr. Reuther, if you have a shortage you can 
exaggerate it by poor controls; isn't that true? 

Mr. Revrner. You start out with a short: age. ‘There are two prob- 
lems we have. One is, we don’t have enough. The second problem 
is, How can you divide up scarce steel until you get enough? 

Senator Ferauson. If you do exaggerate the shortage— 

Mr. Revruer. I will deal with that in my testimony iaueiee I think 
that is one of the problems. That is not the base problem. The base 
problem is the fact we start out with too little and, therefore, we are 
dividing up scarcity instead of dividing up abundance. 

Senator Frereuson. Of course that is all bad. If you take that 
scarcity and try to divide it up, if you have any conflict at all, why 
you are just losing that much. 
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The CHarrman. On the point you were making a moment ago, it 
seems to me if the steel industry had taken the advice of the President 
and, incidentally, of yourself 4 years ago, there would be no lay-off 
problem in Detroit today and there would be steel to keep these plants 
going. Do you agree with that? 

Mr. Revtuer. That is absolutely correct; just a simple economic 
fact. If the steel industry had expanded along the lines we suggested 
in 1947, that the President incorporated in his state of the Union 
message in 1948, we would currently have adequate steel supplies, and 
the economic dislocation and hardships now accruing would have been 
avoided. 

The Crrarrman. And a number of small-business men have testified 
before us that they didn’t have steel, and they wouldn’t have had that 
trouble either? 

Mr. Revruer. That is correct. 

The Cuatrman. The reason I am saying this is that you are going 
to testify this afternoon on something that hasn’t been touched much, 
on machine tools. 


Mr. Revrner. I addressed a communication to the President of the 
United States on this very subject matter in which I incorporated 
certain specific recommendations, and I specifically asked to have the 
Department of Justice and the Federal Trade Commission check into 
monopoly practices of the steel industry that were planning the expan- 
sion of that, and which I would like to incorporate in the record, 
too, if I may. 

(The matter referred to is as follows :) 


A Procram To Expepite Toot MACHINES NEEDED FOR DEFENSE PRODUCTION IN 
OrpeR To MINIMIZE UNEMPLOYMENT IN THE SuirrT From Civiti1aAn To DerENSE 
PRODUCTION SUBMITTED TO PRESIDENT Harry S. TRUMAN JUNE 25, 1951 


(By Walter P. Reuther, President, UAW-CIO) 


JUNE 25, 1951. 
Hon. Harry S. TRUMAN, 
The President, White House, Washington, D. C. 


Dear Mr. PRESIDENT: The automobile industry and other major civilian goods 
industries are faced with serious economic dislocation and unemployment which 
will result in hardship to workers and their families and a tremendous economic 
waste to our Nation unless better coordination between curtailment of civilian 
production and the shift to defense production can be achieved. 

We are fully aware of the fact that the defense production requirements for 
steel, aluminum, copper, and other basic materials in short supply, will necessi- 
tate reduction in the production schedules of civlian goods. We know that 
despite your warnings and urgings, the men of little vision who control the steel 
industry adhered to their philosophy of monopoly and scarcity, or high prices 
and low volume, and persisted in their refusal to expand steel production ca- 
pacity until it was too late. Their blind selfishness is responsible for the current 
steel shortage which threatens the jobs of thousands of our workers and the 
security of our Nation. 

We in the UAW-CGIO have been supporting your efforts and we have been 
working during the past 7 years to get our basic productive capacity expanded 
because we realize that the economic strength of our Nation and the economic 
well-being of the American people must be based upon economic abundance 
and not economic scarcity. 


STEEL CAPACITY 


While the big steel corporations have finally been bribed (by being allowed—at 
the taxpayers’ expense—to charge off $1,700,000,000 in new plant costs against 
profits in 5 years) into plant expansion, we do not believe that the steel expan- 
sion currently planned is adequate either to meet the economic needs of our 
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Nation in the immediate period ahead or for the long pull if the world situation 
permits the full use of our economic resources in the task of filling our peacetime 
needs. 

I should like, therefore, to urge your investigation and consideration of this 
problem. I know that we share the common belief that an arbitrary limit upon 
steel capacity puts an arbitrary limit upon America’s economic future and that 
a free and democratic people cannot permit private economic decisions to jeopard- 
ize the economic well-being of the people or the future growth of our Nation. 


INVENTORY CONTROLS 


The second matter I should like to call to your attention for consideration 
deals with the problem of achieving the most efficient utilization of scarce mate- 
rials until such time as these shortages can be overcome through plant expansion. 
1 should like to urge that more rigid and more frequent inventory controls be 
instituted to insure that the defense contractors do not receive steel, aluminum, 
copper, and other materials in short supply in amounts greater than they actually 
need. Further I should like to urge that necessary inventory controls be insti- 
tuted so that such materials actually needed to meet defense production needs 
are not ordered and delivered months in advance of their actual machining and 
fabricating into defense products. 

More rigid and frequent inventory control is indispensable to an effective 
material-control plan if we are to avoid intensifying economic dislocation and 
unemployment resulting from current material shortages. Unless scarce mate- 
rials are allocated to defense contractors on a more careful basis so that needs 
and supply are in proper balance in relationship to the actual date such materials 
are to be fabricated into end defense products, a seriously large amount of scarce 
materials will be siphoned out of the economic stream and will further intensify 
the current shortages. 

Effective material allocation and rigid inventory controls will assure the most 
efficient use of the scarce materials available and will permit continuation of 
essential civilian production and employment at the highest possible levels con- 
sistent with our defense requirements. 

Regardless of degree of planning and coordination, the acuteness of our basic 
material shortage will result in some economic dislocation. Our efforts, there- 
fore, must be to keep this economic dislocation at a very minimum, Idle workers 
and idle factories will not contribute to our economic strength, and the loss 
in production will feed the fires of inflation. While material shortages will 
necessitate sizable reductions in civilian production schedules, the time lag 
between lay-offs from civilian jobs and reemployment on defense jobs will be 
governed primarily by the ability of defense contractors to receive shipment 
on tool machines—both general and single purpose—now on order with the 
tool-machine industry. 


TOOL MACHINE PROGRAM 


With the tool-machine industry currently swamped with a 2- to 3-year backlog 
of orders, there is serious prospect of many months of delay before sizable em- 
ployment on defense production will be possible in communities in which large- 
seale lay-offs will occur due to reductions in civilian production schedules. The 
imagination and drive that we put into our tool-machine program in the imme- 
diate period ahead will largely determine the length and size of lay-offs and the 
cost of economic waste to our Nation. 

It is for this reason that I urge your careful consideration of the program 
for expediting tooi-machine delivery which I am attaching, and in which I have 
set forth what I believe to be practical steps for breaking the tool-machine 
bottleneck and accelerating the delivery of the required tool machines for 
defense production. 

The steps I have suggested are unorthodox and will undoubtedly be opposed 
by the selfish forces of “business as usual” in the tool-machine industry who 
might prefer to remain entrenched behind the 2- to 3-year backlog of orders 
regardless of the devastating effect and delay entailed in moving forward our 
defense program. I am certain you agree that we cannot defend freedom on 
the basis of business and profits as usual. Freemen and a free economy will 
remain free only if we demonstrate the spiritual strength and the will to 
translate our superior technical know-how into the tools to work with and into 
the weapons with which to defend ourselves and our free institutions if attacked. 
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The program for expediting tool-machine delivery will pose both admin- 
istrative and technical problems, all of which can be overcome without great 
difficulty provided the problem is tackled on an all-out basis. Given the full 
cooperation of the industries involved and with full utilization of the manpower, 
the foundry, forging, and machining facilities available, it is possible to expedite 
the delivery of critically needed tool machines to the extent of reducing the 
time lag in tool-machine delivery by 50 to 75 percent. If this can be achieved, 
hundreds of thousands of workers and their families will be spared the hardship 
of prolonged unemployment and the Nation will be strengthened by volume 
defense production at an earlier date. 

I cannot overemphasize the urgency of the need for accelerating the delivery 
of tool machines needed for defense production. The General Motors Corp., Ford, 
Chrysler, and numerous other companies—both large and small—in the auto 
industry, have taken on contracts for billions of dollars in defense production, yet 
it will be many months before machine tools will be available and before the 
thousands of workers laid off from civilian production can be reemployed in 
defense work. Communities like Flint, Pontiac, Detroit, and other such cities, 
both large and small, throughout the Nation will experience extreme difficulties 
if tool-machine delivery is not expedited. 


FEDERAL SUPPLEMENTATION OF UNEMPLOYMENT COMPENSATION 40 HOURS’ PAY PER 
WEEK 


On January 19, 1951, I urged you to petition Congress to take immediate action 
to provide Federal funds to supplement unemployment compensation during 
periods of lay-off resulting from the defense mobilization program. In my 
letter of January 19, I said in part: 

“The recent orders of the National Production Authority curtailing the civilian 
use of aluminum and copper in addition to the shortage of steel, has already 
caused widespread unemployment in the automobile and automobile-parts indus- 
tries because defense work is not available to take up the slack resulting from 
reduced automobile production. 

“The automobile industry possesses the most productive metalworking ma- 
chinery and tools in the world. During the last war, the 100 largest corpora- 
tions with whom the UAW-—CIO has contracts produced approximately one-third 
of the total war materials. Once again the productive tools, the skilled man- 
power, and the engineering know-how of the automobile industry can be an 
essential part of the arsenal of freedom. 

“To date, however, only an insignificant part of the productive capacity and 
skilled manpower of this basic industry is being used for defense production. I 
should like to urge that steps be taken to accelerate defense work in the auto- 
mobile industry and that the placement of defense contracts be coordinated with 
the curtailment of civilian production in such a manner as to reduce to a minimum 
unemployment and waste of manpower. 

“T should like to further suggest that you urge Congress to enact legislation 
to provide necessary funds to supplement unemployment compensation for 
workers who are laid off due to governmental orders curtailing the civilian use 
of critical materials or for other reasons resulting from the shift from civilian 
to defense production. Such Federal supplementation of unemployment com- 
pensation would be for the period until the worker can be reemployed on 
either defense or civilian work, and the Federal grant shall be equal to the 
difference between the worker’s wages, based upon a 40-hour week, and what he 
receives in his State unemployment compensation. 

“Congress has provided subsidies for industry for new plants and machinery 
and liberal tax rebates which guarantee corporation profits during periods of 
conversion from civilian to defense production. Workers and their families, who 
have little reserves to carry them through extended periods of unemployment, 
are entitled to Federal aid when they are laid off due to Government mobilization 
orders. 

“Helping workers and their families during the conversion period must be 
considered a normal part of the cost of our national mobilization program, 
Failure to proyide security for workers during the conversion period will be 
highly discriminatory and will work undue hardships upon many workers and 
seriously affect their morale. 

“Failure to assist workers during periods of conversion lay-offs will force 
workers to leave their communities in search of work in other communities, 
which in turn will cause dislocation in the trained labor force, dissipate skills, 
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and further intensify the housing, transportation, and school shortages, and 
overtax other community facilities. 

“During World War II, 15.3 million civilians moved from one community 
to another between 1941 and 1944. Of this number, approximately 8 million 
moved from one State to another. 

“In the long run, assistance to workers during the conversion period will ef- 
fectuate a real saving for it will insure that such workers will be available in the 
major industrial areas when they are needed on defense production. 

“In the interest of the most effective mobilization and utilization of both out 
human and material resources, I sincerely urge your consideration of these rec- 
ommendations.” 

I had discussed several of the general problems set forth in this letter at the 
meeting of the National Advisory Committee on Mobilization Policy in the 
White House on June 5 and it was my intention to further discuss them at the 
meeting on June 19. I sincerely regret, as you undoubtedly know, that I found 
it necessary, due to illness, to leave the meeting early and therefore was un- 
able to further discuss these matters. I have taken advantage of the oppor- 
tunity afforded me during the week I have been hospitalized to spell out some 
of my suggestions with respect to the material shortage and tool-machine prob- 
lems. It is for this reason that I am forwarding these suggestions directly to 
you for your consideration, I have also taken the liberty of sending a copy of 
this letter and a copy of the program for expediting delivery of tool machines, to 
Mr. Charles Wilson, Director of Defense Mobilization. 

My warmest best wishes, 

Sincerely yours, 
WaLTer P. REUTHER. 


PROGRAM To EXPEDITE DELIVERY OF 7':00L MACHINES NEEDED FOR DEFENSE 
PRODUCTION 


The tool-machine industry is the most critical bottleneck in our defense-pro- 
duction program. A backlog of orders of between 2 to 3 years of work has 
swamped the tool-machine industry. This serious bottleneck if not broken will 
delay defense production for many months and will commit hundreds of thou- 
sands of workers, laid off from civilian production, to prolonged unemployment. 
Lack of tool machines is also delaying our allies in the North Atlantic Pact from 
building up their strength in our mutual effort to defend freedom against the 
threat of Soviet imperialism. 

Our tool-machine program is vital to our mobilization effort, for tool ma- 
chines are the basic machinery of production which in turn are adapted with 
special jigs, fixtures, and cutting tools for the purpose of producing the various 
parts that go into given defense end products. Tool machines can be divided 
into two basic categories: general-purpose machines and single-purpose ma- 
chines. General-purpose machines, as the name implies, are adapted to gen- 
eral machining purposes while single-purpose machines are built to meet a 
special type of production job. The tremendous backlog of tool-machine orders 
is composed of both general- as well as single-purpose machines. 

The volume of defense production and the levels of defense employment (or 
the levels of unemployment) in the months ahead will depend primarily upon 
our ability to expedite the delivery of tool-machines needed for defense pro- 
duction. Large industrial centers such as Detroit, Flint, Pontiac, ete., in which 
billions of dollars in defense contracts have been placed, will be delayed many 
months before any real defense production can be gotten under way due to the 
fact that defense contractors cannot get delivery on needed tool machines. ‘This 
is true of top priority defense production jobs such as jet engines, tanks, etc. 
Failure to accelerate the building of hundreds of thousands of needed tool ma- 
chines will seriously delay our defense effort, will cause widespread unem- 
ployment and hardship and the loss of millions of dollars in production which 
in turn will further feed the fires of inflation. 

This program to expedite delivery of tool machines needed for defense pro- 
duction is proposed in the belief that the challenge that freemen and free insti- 
tutions face is real and that it can be met successfully only if we fully mobilize 
our total productive strength. This program is advanced in the knowledge that 
the American economy is freedom’s greatest asset and that the tool-machine 
bottleneck is the most serious roadblock in the way of getting our defense mo- 
bilization program moving ahead. 

This program, because it suggests an unorthodox approach to the tool-ma- 
chine problem, will in its implementation present new administrative and tech- 
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nical problems, all of which I am convinced can be overcome without great dif- 
ficulty. We are living in a dynamic changing world and our economy can 
survive (and I am convinced it can) only if it demonstrates the flexibility and 
the technical administrative know-how to meet new and challenging problems. 

Breaking the tool-machine bottleneck and expediting the early delivery of 
tool machines needed in defense production is one of those new and challeng- 
ing problems. If the full impact of our unused or partically used productive 
capacity in the foundry, forging, machining, and fabricating industries and 
related industries, and if our skilled manpower are all fully utilized and brought 
to bear on the tool-machine problem, I am confident that we can reduce the 
delivery time for many critically needed tool machines by from 50 to 75 per- 
cent. 

We must learn from our experience of the last war. The men of little faith 
and little vision, the prophets of “business as usual, of too little and too late” 
said we could not do a lot of things—but we did them—and we won the war 
because we did what they insisted could not be done. In this present crisis, 
we must not sell America short on the tool-machine front. 


STEPS FOR ALL-OUT TOOL-MACHINE PROGRAM 


1. Immediate steps should be taken to place the tool-machine industry 
proper on a total production basis comparable to the tool-machine production 
schedules achieved during the tooling period of the last war. At present, many 
important sections of the tool-machine industry are not fully utilizing their 
maximum production potential. The tool-machine industry proper is capable 
of a much larger contribution to our defense effort than is currently being 
made. This must be corrected as the first step in meeting our tool-machine 
requirements for defense production. 

2. Steps must be taken to insure the full utilization of hundreds of large 
and small toolrooms, die shops and general machine shops (both commercial 
and captive) throughout the country which are fully equipped to build both 
general and special tool machines. These many shops throughout the country 
constitute a technical reservoir capable of producing tens of thousands of needed 
tool machines. At the present time their maximum contribution has not been 
brought to bear on the tool-machine problem, 

3. The Government, through the appropriate defense agencies, should take 
immediate steps to contract for the establishment of central tool-machine 
assembly plants with a maximum degree of specialization with respect to types 
of machines, for the purpose of assembling both general and single-purpose 
tool machines. Defense plants with adequate floor space are available at 
strategic locations and are adaptable for this purpose. 

4. The central tool-machine assembly plants would be fed parts and component 
parts for final assembly by tapping the tremendous productive capacity of 
thousands of small toolrooms, die shops and general machine shops (both 
commercial and captive) throughout the country. These thousands of small 
shops might not be equipped to build a complete Bullard or any other type of 
tool machine but they are equipped to make specific parts which go into the 
assembly of such needed tool machines. 

A tool machine is like a B-36 only less so. Very few plants could take on 
the responsibility of building a complete B-386, but thousands of small plants 
participate in making the parts that go into the assembly of a complete B-36. 
This same approach of decentralization of manufacture of parts with central 
assembly of the finished product, is technically practical and must be fully 
applied to our tool-machine program if we are to break the bottleneck and get on 
with our defense production program, 

5. In addition to thousands of tool shops, die shops and general machine 
shops, there is unused capacity in the foundry industry, forge industry, electrical 
industry, and the machining and fabricating industries that can be drawn into 
the productive pool that will supply parts for the central tool-machine assembly 
plants. This manufacturing pool might also supply certain parts to the tool- 
machine industry proper and to larger tool, die, and machine shops who are 
assembling finished tool machines, 

A good example of the unused productive capacity is the Chevrolet forge 
plant in Detroit—the largest drop forge in the world. Reductions in Chevrolet 
production schedules due to material shortages, have caused this plant to work 
short hours. The productive capacity and the manpower in this plant will 
in the long pull, be used to forge parts for jet engines that Chevrolet will make. 
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In the meantime, however, these workers will be unemployed and the drop 
hammers will be idle because the tool machines needed to manufacture jet 
engines will not have been delivered. 

Both the manpower and the drop hammer forge capacity at the Detroit 
Chevrolet forge plant—like other forging plants throughout the country—will 
be available and can make the necessary forgings for this accelerated tool- 
machine program. What is true of the forging industry is also true of cast- 
ings from the foundry industry, etc. 

6. A tool machine, whether a Bullard, mill, lathe, grinder, gear cutter, etc., 
is made up of castings, forgings, gears, spindles, shafts, chucks, electrical equip- 
ment, bearings, etc. All of these parts can be made in the thousands of shops 
throughout the country and can be assembled in strategically located central 
tool-machine assembly plants. 

7. If and when the capacity of tool shops, die shops and general machine shops 
are fully utilized, a further vital source of tool-machine parts can be had in the 
mass-production industries, such as the automobile, agricultural implement, and 
other basic industries. 

A Bullard machine used to machine a gear blank for an automobile, can also 
be used to machine a gear blank for a tool machine. A gear cutter that cuts 
gears for tractors can also cut gears for a tool machine. <A production turret 
lathe can also turn out various parts for the tool-machine program. This idea 
is applicable to many phases of the tool-machine program from the rough castings 
and forgings to machining, heat treating and grinding. This possible source 
of increased production of parts for the tool-machine program must not be ig- 
nored at a time when civilian production schedules are being curtailed and de- 
fense production and employment depends upon our ability to expedite delivery 
of needed tool machines, 

S. It is recommended that there be created a special division of the Tool-Machine 
Division of the National Production Authority, charged with the responsibility 
of initiating, coordinating, and directing this tool-machine program. This spe- 
cial division of the NPA would work in cooperation with the tool-machine in- 
dustry and the supporting industries in order to insure the maximum utilization 
of every possible source of both parts and final assembly of tool machines, 

9. The Government, through the appropriate defense agencies, shall request 
the tool-machine industry to make available necessary working drawings and 
technical data so that other firms may determine what parts they can manufac- 
ture as their contribution to the total tool-machine program. 

If it was necessary for the General Motors Corp. to make Pratt-Whitney air- 
craft engines and the Ford Motor Co. to make Willys-Overland jeeps to help win 
the last war, then the tool-machine industry cannot possibly object to other 
firms helping to meet our critical tool-machine needs. 

10. While doing everything possible to expedite delivery of tool machines, a 
system of priority on delivery date must be worked out and rigidly administered, 
not only with respect to the priority rating of a given defense production item in 
whose manufacture the specific tool machine will be used, but it must also be 
determined how many such tool machines a defense contractor needs as a mini- 
mum to get into actual defense production and how many of the machines he may 
have on order which need not be delivered at the time he starts production but 
which can be delivered at a later date as he moves into higher defense produc- 
tion schedules. 

Such a system of priority or tagging, will permit delivery of those minimum 
tool-machine requirements necessary to get into actual defense production but 
will not permit delivery of tool machines that will not be used for a considerable 
period or until maximum production schedules are realized. Any tool machine 
delivered to a defense contractor at a date in advance of its actual need, is at 
the expense of delaying delivery of needed tool machines to some other defense 
contractor who may need such machines to start defense production, 

Let me cite an example by way of illustration. Defense contractor A has or- 
dered 30 Bullards (which are among the most critical of our tool machines). 
Defense contractor B has ordered 20 Bullards. However, defense contractor 
A has defense contracts with top priority rating that would permit him to get 
delivery on all 30 Bullards in advance of any delivery that defense contractor 
B would receive on his 20 Bullards, which he has on order. A careful study 
will show that in many cases, while defense contractor A will need 30 Bullards 
when he reaches peak defense production, he can get into actual production with 
only 10 Bullards and thus 10 would be tagged for top priority and early delivery 
so that defense contractor B and defense contractors C and D, who also need 
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Bullards, will also receive early delivery, making it possible for all these de- 
fense contractors to get into defense production at an early date. The balance 
of defense contractor A’s Bullard machines on order, can be delivered to meet 
his actual needs as his production schedules are stepped up. 

Such a system of priority or tagging on delivery date, will do much to get maxi- 
mum tool machine requirements delivered at the earliest possible date and will 
facilitate getting the maximum number of defense production projects into oper- 
ation, creating defense employment in many communities where otherwise serious 
unemployment will develop. 

The above program for expediting delivery of tool machines needed for defense 
production, if carried out on the basis of mobilizing all of our technical and 
productive resources and fully utilizing all of the productive facilities that can 
be fitted into such a program, will make it possible to achieve the goals set forth, 
In fact, the projected reduction of the delivery time of 50 to 75 percent is 
conservative. 

This proposal is advanced in the sincere belief that we have the wisdom, the 
courage, and the know-how to tackle the tool-machine problem on an all-out basis 
in the same way that we took on the seemingly impossible productive task that 
faced America following Pearl Harbor. 


PROGRAM TO EXPEDITE DELIVERY OF TOOL MACHINES FOR DEFENSE PRODUCTION 
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Mr. Revururr. Now, as I say, we have been working on this and we 
have talked to everyone that we could talk to. I talked to people in 
the administration, including the President. I talked to congressional 
leaders to get the necessary action for the corrective steps that would 
be taken to fill this very serious and threatening steel deficit that we 
had, the pressures of the people who were wedded to the economics 
of monopoly and scarcity, which were so overwhelming and so im- 
pressive that Congress failed to translate the needs of our country into 
the sphere we have talked about, with the result that we are sitting 
here today with the most serious threat that freemen and free industry 
ever faced, and we are caught with our pants down because we haven't 
got enough steel, and that is the controlling factor in the present 
economic situation. 

Now, following Korea, the outbreak of fighting in Korea, we knew 
we were going to get an exaggeration of this steel shortage because 
we knew that the free world was going to have to build strength to 
meet the threat of Communist tyranny in the world, and we knew if 
there was the possibility of creating the kind of situation in which 
there was a chance of negotiating a peace that could be made lasting 
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in the world based upon justice, that that kind of a situation would 
only come from the free world with strong action, because you can 
negotiate when you are strong, but you cz unnot negotiate when you are 
weak. 

We find that in our collective bargaining. When you are strong 
you can negotiate a settlement, and when you are weak, you can’t. 
That is the way with the situation between the free world and the 
other part, the part that is threatening us. So we knew the thing was 
going to be the beginning of the awakening of the need for strength, 
and that that strength would mean an overtaking of the economics 
of our set-up because of the steel shor tage and other materials in short 
supply. 

And so on July 20, 1950, just 4 days lacking 1 year from today I 
addressed a communication to the heads of all the major automobile 
companies. I want to include that letter in the record, and I want 
to read just the first several short paragraphs. This is July 20, 1950. 
This is addressed to Mr. Wilson, of General Motors, Mr. Ford, Mr. 
Keller, and the heads of all the other major automobile companies. 


Dear Sir: Communist aggression in Korea and the resulting partial war mo- 
bilization ordered by President Truman confront both labor and management in 
the automobile industry with serious and immediate problems. Since the auto- 
mobile industry is the largest consumer of steel, the President’s partial mobiliza- 
tion order will undoubtedly require a cut in the allocation of steel to the auto- 
mobile industry. This cut in our steel supply will quickly be reflected in reduced 
levels of production and employment. I should like to suggest, therefore, the 
convening of a joint meeting of representatives of management and labor in the 
automobile industry for: (1) the purpose of discussing the impact of the Pres- 
ident’s partial-mobilization order on the level of production and elployment in 
the automobile industry; (2) to explore possible and practical steps to be taken 
to minimize dislocation and unemployment; (3) to give consideration to the 
working out of joint recommendations to the Government on steps which should 
be taken to expand steel production, and (4) to discuss and to make recom- 
mendations on other matters related to the full mobilization of the production 
potential of the automobile industry in support of the efforts of our Government 
and free people of the world to resist Communist aggression 


(The letter referred to follows :) 
LETTER TO AUTOMOBILE CORPORATION HEADS 


The letter was sent to C. E. Wilson, president, General Motors Corp.; Henry 
Ford Il, president, Ford Motor Co.; K. T. Keller, president, Chrysler Corp.; H. 
S. Vance, president, Studebaker Corp.; G. W. Mason, president, Nash-Kelvinator 
Corp.; A. E. Barit, president, Hudson Motor Car Co.; H. J. Ferry, president, 
Packard Motor Car Co.; E. F. Kaiser, president, Kaiser-Frazer Corp.; W. M. 
Canaday, chairman, Willys-Overland Corp., and R. I. Turner, president, National 
Automotive Parts Manufacturing Association. 

DEAR Sir: Communist aggression in Korea and the resulting partial war 
mobilization ordered by President Truman confront both labor and manage- 
ment in the automobile industry with serious and immediate problems. 

Since the automobile industry is the largest consumer of steel, the President’s 
partial-mobilization order will undoubtedly require a cut in the allocation of 
steel to the automobile industry. 

This cut in our steel supply will quickly be reflected in reduced levels of 
production and employment. 

I should like to suggest, therefore, the convening of a joint meeting of repre- 
sentatives of management and labor in the automobile industry for— 

The purpose of discussing the impact of the President’s partial mobiliza- 
tion order on the level of production and employment in the automobile 
industry; and, 

To explore possible and practical steps to be taken to minimize dislocation 
and unemployment; and, 
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To give consideration to the working out of joint recommendations to the 
Government on steps which should be taken to expand steel production, and 

To discuss and to make recommendations on other matters related to the 
full mobilization of the production potential of the automobile industry in 
support of the efforts of our Government and free people of the world to resist 
Communist aggression. 

The steel shortage is not a new problem for the auto industry. Prior to the 
Korean situation, inadequate steel supply was the most important limiting 
factor blocking the achievement of maximum automobile production. 

The refusal of the steel industry to expand basic steel production capacity 
jeopardized our national security immediately before and after Pearl Harbor. 
‘he compelling needs of World War II forced Government financing and con- 
struction of steel production facilities in order to overcome our serious deficit 
in steel supply. The steel industry steadfastly refused to expand steel capacity 
following VJ-day despite our repeated warnings that steel supply was wholly 
inadequate to insure a healthy peacetime economy or a strong wartime economy, 

The steel industry, in its rush back to the economics of normalcy and scarcity, 
seriously restricted production of needed railroad rolling stock and other essen- 
tial requirements. Once again in an hour of world crisis America faces the 
problem of national security with its economy weakened by a serious shortage 
of steel. 

We cannot know whether or not world developments will compel a shift from 
partial mobilization to total mobilization. 

We cannot know what action the power-drunk men in the Kremlin will take 
next in their planned program of provocation and aggression. 

We owe it to ourselves and to our country to take practical steps now to 
expand basie steel productive capacity and to wipe out once and for all the 
serious deficit in steel which twice in a decade has weakened our national effort. 

A free people must be strong to remain free. To be strong we must take 
immediate and effective steps to overcome shortages in basic materials. 

We can no longer permit the steel industry to make private economic decisions 
which jeopardize our national well-being and security. 

We must free the steel industry from the economics of scarcity and achieve 
the volume of steel production that will keep our economy healthy in peace and 
strong in a war. 

The automobile industry is the outstanding example of the strength and 
productivity of American technology. The automobile industry has been the 
pace setter in mass production and toward achievement of abundance. 

It is suggested that labor and management in the automobile industry jointly 
give leadership in the formulation of practical recommendations directed toward 
breaking the production bottlenecks in the steel industry and in other industries 
responsible for the production of materials which are in short supply. 

In view of the unprecedented high levels of production and employment in 
the automobile industry, a sizable reduction in steel allocation can create con- 
siderable unemployment and hardship in many communities. Prompt and effec- 
tive joint action will minimize economie loss to the workers and their families 
ind loss of productive man-hours to the Nation. 

Our joint leadership on the matters I have suggested for discussion and action 
will be a distinct service to our country in the present world crisis as well as 
a contribution to the welfare of the workers, consumers, and communities depend- 
ent upon the automobile industry. 

This is an opportunity to again prove to the world that free labor and free 
management can rise to the challenge and through practical cooperation give 
leadership in mobilizing our productive power to defeat the forces of totalitarian- 
ism and aggression. 

We in the UAW-CIO are prepared to meet with the representatives of man- 
agement at a time and place mutually satisfactory. We await your reply. 

Sincerely yours, 
WALTER P. REUTHER, 
President, UAW-CIO. 

P. S.—This letter has been sent to the presidents of all automobile manufac- 
turing firms, plus the head of the National Automotive Parts Manufacturing 
Association. Copies have been sent to President Truman, Stuart Symington, to 
all UAW-CIO local unions involved, and to the press. 


Mr. Reutuer. Now, unfortunately, the joint congress between labor 
and management for the purposes outlined did not materialize because 
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most of the automobile companies refused to participate. They re- 
fused to participate because I believe they were living in a wor ld of 
illusions, very dangerous ones. ‘They thought that business as usual 
could go on in America while America built the necessary military 
strength to meet the threat of Communist aggression. 

Let me just read—I am not interested in names of the companies; 
let me read a couple of short paragraphs out of the answers that we 
received from some of these companies where they said, “No, they 
would not participate in such a meeting.” 

Here is one ¢ ompany, and I quote: 

Such information as we have been able to secure concerning Government war 
requirements does not indicate any need for governmental supe rvision or other 
controls. It is our belief that the industry of this country is capable of pro- 
ducing the armament and supplies for the armed services which are currently 
needed, and at the same time caring for domestic requirements at the high level 
with no Government action beyond a placing of orders. 

Now, this company that refused to participate has laid off over 50 
percent. 

The Cuarman. What company was that? 

Mr. Reurner. Pardon? This happens to be the Hudson Motor 
Car Co. 

Governor Wiiu1ams. What is the date of the letter? 

Mr. Revruer. The date of the letter is August 8, 1950. It was in 
response to my communication of July 20, 1950, 

Senator Frereuson. Isn’t it true that they faced two dilemnas? 

Mr. Revuruer. That’s right. 

Senator Fereuson. That is on the long term under regulation W, as 
well as the steel shortage / 

Mr. Reutier. That is right. Hudson has done several things that 
are inexcusable and certainly show very bad planning, and they con- 
tinue to build up their production schedules when anybody with an 
ounce of common sense would have known we were heading for trouble. 
We told them that was going to happen. They went down to the 
South to solicit manpower, to bring them back to Detroit at the time. 
This was at the time that every manufacturer should have known we 
were heading for trouble. They were down South running ads. 
‘They overexpanded their plant. They have now got over 20,000 in 
there, they did have, and it is down between eight and nine thousand 
now. The credit-controlling thing — been a serious problem to 
Hudson. But if they can sell their cars, they would be up against a 
serious material problem just as General Motors and Chrysler and 
Ford. 

Here is another company that said, “No,” to our proposal. We 
weren't bargaining with them; our contracts were locked up: we 
didn’t ask for more money, a better pension program. We said, “Let’s 
sit down and talk about a free labor and free management, what they 
can give jointly.” That is all we asked them to do. “There is no 
problem ;” “business as usual” after the war, with vour left hand tied 
behind you. Here is what this company said. The letter is dated 
July 31, 1950: 

It does not appear that present military requirement will involve more than 
normal cuts of steel supplies for the automobile industry. I do not believe there 
is a serious reduction problem or employment. As for steel, I feel the steel 
industry has done a remarkable job of production and expansion. 
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The Cuarrman. Who was that? 

Mr. Reuruer. This happens to be the Nash-Kelvinator Corp., Mr. 
Mason. 

Governor Witu1AMs. What is the date on that ? 

Mr. Revruer. The date on that is July 31, 1950, a year ago lacking 
4 days. We said we were going to be in trouble. The “y said, “Oh, no, 
we can do it.” 

I cite these things to indicate the problem that we have got, that 
people have got to realize you cannot meet the kind of threat we face 
in the world and go on with business and profits and all the other 
things as usual. You can’t do it, and the fellows who are planning the 
basic strategy of the Communists in the world are counting upon the 
inability of people in high places in America, in industry; they are 
counting on their in: ability to see beyond the narrow selfish interests 
that motivate in the normal conduct of business, but will not meet the 
problem in this kind of an emergency. And I said, as I told the 
Senate committee when I testified before the Banking and Currency 
Committee, these people who had the most to lose, in a material 
sense, have the least thought about trying to protect it, protect their 
interests; and we ought, at least, to try to help save them because our 
welfare and their welfare are inseparately tied together in a free 
world. So we get nowhere. Now, while we were getting this kind 
of replies and while we were fighting to get expansion of steel, way 
back before Pearl Harbor, after Pear] Harbor and right up to date we 
get practically no help from anybody in industry, even though they 
were plagued with material shortages until Mr. Wilson, who cert: ainly 
was one of the first top industry people at the Chicago meeting—— 

The Cuamman. You mean the president of General Motors? 

Mr. Revurner. General Motors Corp. finally let the cat out of the 
bag, told the steel industry about dragging their feet and they hadn't 
demonstrated any courage, any vision, or any management. 

The CHairMan. That was quite a piece. 

Mr. Revurner. [ think it was, too, but you know the strange thing, 
Mr. Chairman, is that when we said the night before Pearl Hi: irbor 
the Government had to move if the industry “moved, when we said no 
private decision in a free society can be permitted to jeopardize the 
security of the Nation or the economic well-being of the people, when 
we said that, we were Socialists. But when Mr. Wilson said it 6 years 
later, he was an industrial statesman, and that bothers us just a bit. 

The CuatrMan. I might give anexample. Senator Benton, of Con- 
necticut, proposed an ame ‘ndment to the Defense Production Act which 
would have given the Government the same right to produce or build 
plants with cooperation, of course, of private industry for the most. 
part, that we had in the last war and Jesse Jones built 76 percent, I 
believe 74 percent of the plants of the last war, and Senator Benton 
was denouncing it on the floor of the United States Senate and wanted 
to do the same thing. That was Jesse Jones and it was done during 
the last war. 

Mr. Reurner. I am sure no one in their right mind would be accus- 
ing Mr. Wilson of the General Motors Corp. as a Socialist. 

The Cuamman. Nor C. E. Wilson of General Electric of being a 
Socialist either. 

Mr. Reuruer. No. 
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Senator Frrevson. Mr. Reuther, he wasn’t talking about Govern. 
ment plants, was he? | 

Mr. Reuruer. He said that something had to be done to overcome 
the situation. That is what I said, Senator Ferguson. 

Senator Fercuson. I appreciate it. 

Mr. Reurner. I said all along as far as we are concerned, we are 
concerned with meeting the steel production and we would prefer 
that the steel industry would meet its responsibilities to the commun 
ity and the Nation by expanding. We even advocated Government 
loans, we even advocated a longer period of amortization, we even ad- 
vocated all sorts of special] inducements to get them to put their own 
capital into the building of private industry. We said, “However, 
after you have tried every possible way, you have given them long- 
range loans, you have given them special-tax amortization, given them 
all kinds of benefits,” and they still said, “No, we will not expand.” 
Then a free people not only as a matter of common sense but a matter 
of survival has a right to say that no one, a labor union or a corpora- 
tion or an industry or a combination of industries has a right to make 
a private economic situation by jeapordizing the security of Fthe Nation, 
and the future well-being of the people, and we said only after the 
Government had tried by every possible means of getting industry to 
meet its responsibility by exp: nding and has failed, only then should 


the Government as a last resort do it, because who does a free people 
turn to, if ho one else will meet their needs exe epting the Government, 
which is the agency of a democratic people. 

Senator Frercuson. How much would you say today, over and above 
the 180 million tons that we would need to arm, let’s say, a 20-percent 


over-all for military and our civilian needs? 

Mr. Revruer. One of the points I want to make—and I can discuss 
it here—is that I believe that our sights of expansion are too low for 
steel. Mr. Wilson has projected a 118-million-ton target by 1953. 
Based upon the figures that I have been able to assemble, and after 
consulting with people who made a specialty of this, I personally 
believe that what we ought to have is somewhere around 130 million 
tons. When they had that much steel, not only for the emergency, 
but when we were superimposing $50 billion on the war program or 
on civilian economy, I think we need that, even when the emergency 
is passed and we are able to, as we pray to God we might some da ay be 
able to do, divert our total economic effort to make the good things 
of life for people in peacetime. We need it then because if} you project 
the population increase and if the auto industry is going to make auto- 
mobiles and refrigerators and other industries, and people are going 
to get the higher standards of living, we will need 130 million tons of 
steel by 1953 to 1955 to do that job, if we don’t have a defense program. 
So I think we are roughly from 12 to 15 times on the low side on our 
expansion. 

The CuatrmMan. It seems to me that the tragedy is that it wasn’t 
started sooner so we wouldn’t have the unemployment today. 

Mr. Revruer. That is the tragedy. Basically, it should have been 
many years back. 

Senator Ferauson. Back in 1947, Mr. Reuther, we were not antici- 
pating a Korea, I believe. What did you feel that the civilian produc 
tion normal increase needed ? 
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Mr. Reuruer. In 1947 the figures that we had, and we arrived at 
this by about four different approaches—we took, for example, the 
population trend, and we reflected into steel production in the tonnage, 
the per capita consumption of steel in terms of more people, and we 
came out 100-million-ton annual production capacity in 1947. 

Senator Ferauson. Then we had about 87, wasn’t it? 

Mr. Revrner. That’s right, and the steel industry saying that 77 
was adequate. In all the fighting and the probing we have done and 
other people have done in that period, we have gotten it up to 100 
million tons, roughly. We needed 100 million in 1947, and I think 
now we ought to have about 120 million, and we ought to have 130 
million somewhere between 1953 and 1955. We took the population 
curve and we came out roughly with 100 million tons in 1947. We 
took the expansion of other industries, automobile, et cetera, and we 
said, “What will their steel requirements be if they operated at full 
capacity?” I suppose when an automobile company expands their 
plant they anticipate trying to operate them at capacity; so we took 
the steel requirements if that were done, and we came out around 100 
million tons. We did it for four different basic approaches, and we 
came out pretty close to the 100 million tons which we theught was a 
reasonable figure for 1947. That is the way we got those figures. 

Now, when we began to move ahead after the Korean fighting 
started, the figures were taken early in November by Secretary of 
Commerce Sawyer who at that time was handling the production end 
of our mobilization effort, and the first matters that they began to 
deal with were aluminum and copper. Steel hadn't caught up to us, 
other than we had the normal shortages. I wired Mr. Sawyer and I 
had a conference with Mr. Sawyer and Mr. Marion, head of the 
National Production Authority. I met with all the people in Wash- 
ington I could talk to about this very problem, and the need of coordi- 
nating civilian curtailments and the actual increase of the defense 
production, not the placing of contracts because the placing of con- 
tracts is a paper transaction. The thing that matters is not whether 
employer A has a million dollars’ worth of defense contracts, and 
whether some of that is in this community or some in the other 
community. The important thing is, when is he going to start employ- 
ing workers, and how many, making the things that that contract 
provides that he make. The placing of the contracts is a paper trans- 
action; and so I kept pounding away on the necessity of achieving 
this very delicate balance between the curtailment of civilian produe- 
tion only as you actually moved into defense production and you 
could shift these workers. : 

The CrarrmMan, That is precisely one of the major problems the 
committee is looking into. 

Mr. Reuruer. I would like to submit it for the record, if I may. 

(The telegram referred to follows:) ‘ 

The following telegram was sent to Secretary of Commerce Charles Sawyer on 
November 1, 1950: 

“Reported 20- to 30-percent cut-back of copper and other metals effective 
December 1 will seriously affect production in our industry, which is second 
largest consumer of copper. UAW-CIO spoke first and loudest for conversion 
of auto industry 16 months before Pearl Harbor and today supports all measures 
necessary for rapid and powerful rearming of our country. We insist that 
defense measures be geared to continued full utilization of manpower and plants 
for military or civilian production. We demand that we be fully consulted in 
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preparation of all such plans prior to issuance. I therefore make formal 
request of you that copper order be withheld until we are fully advised and 
consulted on this order and all related measures to increase copper supply, and 
to allocate available supply to essential military and civilian uses, 
WALTER P. REUTHER, 
President, International Union, UAW-CIO. 

Senator Frrauson. Outside of the steel shortage and copper and 
various strategic materials, is it true that the next bottleneck, which 
could be greater in the near future than the steel shortage, is the 
shortage of tools, jigs, and fixtures ¢ 

Mr. Revuruer. The basic shortage, you mean the most important 
obstacle in the achievement of high levels of defense production at 
an early date, is the time lag in delivery of tool machines or machine 
tools, whichever you want to call them, because that industry has a 
4-year backlog of orders, and I am going to deal with that in detaii 
very shortly. 

I would like to indicate how we have been working on this problem 
continuously for some time. 

On January 19, 1951, I addressed a communication to the President 
in which I asked that he urge Congress to take steps to make available 
appropriations for the Federal supplementation of unemployment 
compensation. Now, when a worker is laid off because of material 
shortages, because of defense production policies, it is unfair for that 
worker, as an individual breadwinner, to absorb the full economic 
impact of that because his lay-off is a part of the total cost of the 
conversion program. It ought to be shared by everybody, not by 
that one individual worker. Now, when we get into the question of 
industry, Congress has worked out very elaborate and very generous 
provisions to protect industry in the reconversion period of ‘all sorts 
of things. If you read the Defense Production Act, a copy of which 
I have here, you will find page after page there of provisions to pro- 
tect industry. It is recognized, and rightfully so, that in the conver- 
sion period you are dealing with abnormal economic situations, and 


no one company ought to have to absorb the impact of the fact it 


makes adjustments in its production effort to meet the needs of the 
country. But when it comes to the individual worker, you dump 
him on the street and he takes care of himself. 

Now, if it is proper, if it is economically sound and morally right 
for the Government to make special provisions to cushion the econo- 
mic shock of dislocation for industry in the reconversion period, then 
why isn’t it equally sound to make similar provisions to cushion the 
economic shock for the individual worker who has no resources to 
fall back on? I made such proposal to the President on January 
19, 1951. 

The Cuarrman. Mr. Matthew Smith this morning suggested that, 
in order to cushion the possible economic shock in the machine-tool 
industry, the Government ought not only to underwrite a market 
during the war period for the protecion ‘of machine tools, but also 
take into consideration our point 4 to take care of the expansion. 
What do you think about that ¢ 

Mr. Reutuer. | think he is quite right. It was all spelled out in 
there. He is probably quoting—Matthew Smith is absolutely correct 
on that. 

On February 9, 1951, when the NPA announced there were going 
to be drastie cuts in the auto industry and other industries consuming 
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scarce materials, I renewed my request to the auto companies for a 
joint conference to get into this thing together, and unfortunately, I 
met with the same response of their unwillingness to do so. If at 
that time we had been able to sit down, not to bargain but to talk 
about how we can meet practical problems and keep workers from 
being laid off, see that the communities aren’t penalized, see that 
this Nation doesn’t lose the valuable production, all these practical 
problems, 1 think jointly we could have made a contribution, but 
the industry said “No.” 

The CHarMan. That was on what date / 

Mr. Reurner. February 9, 1951. I renewed my request. Im- 
mediately following it the NPA announced there were going to be 
a series of curtailments, and I had meetings on this problem. I met 
with Mr. Wilson, the defense mobilizer the day he was sworn in. I 
met with everyone that I could talk to subsequently, pointing out 
that we have to integrate this thing until there are jobs available 
to take up the slack. 

The Cuamman. That is right. I remember they were very critical 
at the time. 

Mr. Reutuer. That is correct. Now, I am a member of the Presi- 
dent’s Advisory Committee on Defense Mobilization and we meet 
every 2 weeks with Mr. Wilson, who is a cochairman, along with the 
President, who was in charge of that meeting and raised these basic 
questions. I raised these basic questions at the White House con- 
ference some weeks ago. I was to follow up on that at the following 
meeting. That is the meeting where I took ill, and, since I couldn't 
take the matter up there, 1 spelled out in detail some ideas that I had 
on the tool-machine program which I'd like to go over briefly with 
you because I think it’s the key to the problem Senator Ferguson 
has referred to. 

The CuHarrMan. Would you like some water ¢ 

Mr. Reuruer. Yes, thank you. As I said earlier, the most impor- 
tant single obstacle in the achievement of high level of defense pro- 
duction material is the fact that thousands of defense contractors 
who have millions of dollars in defense orders are unable to get de- 
livery of the necessary tool machines to get into full production of 
those defense products; and so 1 worked on ithe at, took ae antage of the 
fact that I was confined to the hospital for a week, and I filled these 
things out that I have been thinking about for some time, and I sent 
this program to the Senate. Td like to submit it before the com- 
mittee and put it in the record. Id like just to hit the high lights 
because I think it’s the thing that ought to be gone into, because it 
can, in my opinion, be the key in trying to accelerate the delivery of 

he needed tool mac hinery to get t de ‘fense production under way ‘and 
tak e up the slack of unemployment in these big centers, 

The Carman. Can you summarize it for us? We'll accept that 
for the record, but can you summarize it 4 

Mr. Revruer. [ll just go over the high lights very quickly to give 
vou some concept of the magnitude of the defense requirements for 
tool machines. Mr. Wilson announced the other day that the tool- 
nachine industry is currently producing at the annu: al rate of S675.- 
000,000 worth of machines. 

The CHarrMan. That is C. E. Wilson, Mobilization Director ? 
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Mr. Revuruer. That’s right. To make it easier, when I talk about 

C. E. Wilson, the Mobilizer, Pll just call him C. E. Wilson; when I 
talk about the other one I'll say C. E. Wilson, of General Motors 
These fellows ought to have their names changed. Mr. Wilson, in 
Washington, said that the industry was producing at the rate of six 
hundred and seventy-five million. Several days later the Munitions 
Board, which is the agency that coordinates requirements, military 
requirements, stated that they had on order for delivery June 30, 1952. 

$2,900,000,000 worth of tool machines. Now, that does not includ 
tool machines that companies will pay for which will be used in th: 
defense effort ; these are tool machines which the Government will pay 
for; nor does it include tool machines on order for civilian or non 
defense purposes. You still need some of those replacements, and so 
forth. This $2,900,000,000 are tool machines that are scheduled fo: 
delivery for June 30, 1952, which the Government will pay for, for 
military production. Now, that is over 4 years’ production at the cur 
rent rate of production, although they are scheduled for delivery nexi 
June. 

The CuarrMan. For the Government’s contracts alone? 

Mr. Reuruer. For the Government’s military program alone, and 
this is only what the Government will pay for; on top of that ar 
defense-tool needs. 

The CuarrMan. For the war effort. 

Mr. Revruer. That’s right. The company may be having a big 
expansion program and they will say, “We’re going to use this plant 
after the war; we'll buy 25 percent of the machinery that will be 
general-purpose machinery which we can use after the war.” The 
Government can buy 75 percent, which will be some special, some 
general, so that this $2,900 million does not count the private-financed 
machines on order for military and nonmilitary purchases. 

The CuarrMan. Do you have an estimate on that ? 

Mr. Revtuer. I don’t have an estimate but there is a sizable back 
log. Just taking the figures of the Munitions Board itself; there 
is a 4-year job. Mr. Wilson announced a couple weeks after my 
program came out on tool-machine delivery that he is going to tr) 
to expedite and facilitate the tool-delivery program and achieve at 
the end of the 6-month period the $1 billion amount. Based on his 
new target, it is a 3-year backlog. If you look over the situation 
in Detroit—and I want to talk about the question of where the con 
tracts ought to go—but just take Flint, for example; I think that 
General Motors in a city like Flint—Flint is a big General Motors 
center—I mean, they have many more employees than they do in th 
Detroit area—General Motors ultimately when they get the defense 
contracts in Flint into production will finally be able to absorb any 
workers laid off in Flint because of curtailment of defense produe tio 

Their problem is they can’t get the tool machines. There’s th. 
Chevrolet forge plant on the east side of Detroit, the largest forging 
plant in the world, they have been operating 20 hours, 24 hours ; 
week; the steel shortage has cut down C hevrolet production. The 
could be making forgings for the tool-machine program. The 
could make any kind of a forging over there, but they’re unemployed 
Ultimately that forging shop will be used to make forgings for th: 
jet engines which Chevrolet will make, but until Chevrolet gets t! 
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tool machines to start manufacturing forgings they won’t make the 
forgings because to make the forgings now will immobilize more steel, 
take it out of the productive stream, so that here you have the 
situation that the tool-machine industry itself, even though it’s ac- 
celerated, is not currently making a contribution comparable to the 
contribution it made following Pearl Harbor or when we were in the 
tooling stage of our last war effort. I insist, that is the first step 
to be done. We have to get the tool industry proper on a total all-out 
basis comparable to what we had the last time; that is No. 1. After 
we do that we still will not have done enough, and I propose in my 
program to supplement the production capacity of the tool-machine 
industry by drawing upon the productive capacity of other industries. 

Senator Fereuson. That is the subcontracting program ? 

Mr. RevurHer. Subcontracting in some cases for parts and in other 
cases the company can make the whole machine. General Motors can 
build Bullards, and there’s a bigger backlog of Bullard machines be- 
cause it’s a universal machine. You use them in all kinds of pro- 
duction, you use them in the jet engines—— 

The Cuairman. Can they build them now, or would they have to 
convert { 

Mr. Reutner. They can go to work tomorrow morning. 

The Cuatirman. Yes; in what plant? 

Mr. Revruer. They can make a large part of Bullards in the Fisher 
23, which is the biggest toolroom General Motors has; it’s over here on 
the east side of Detroit. What 1 propose being done is that we 
mobilize into this tool-machine program all of what we call the tool- 
rooms. The toolroom is not a production shop where they make the 
tools for the production. Use the toolrooms and the machine shops and 
the die shops. Industries throughout the country where they’re big 
enough to make a whole machine, they make a whole machine; where 
they’re big enough to make just a part, they make the part and feed 
the tool to the industry proper. Or, thirdly, I propose the establish- 
ment of a plan of strategically loc ated tool-machine assemb ly plants, 
using Government plants that are idle as assembly plants, and have 
these other industries keep parts, and component parts, and put them 
together. 

The CHamman. That does not contemplate the disruption of pro- 
duction ¢ 

Mr. Revruer. It will not disrupt production of one single civilian 
item, because this is going on in those parts of the plants and toolrooms 
normally. Where we can use part of the productive capacity, I 
suggest doing that, and, specifically, for example, in the tool-machine 
industry program, in this 4-year backlog of tool machines. I don’t 
know how many thousands of machines are involved, there are mil- 
lions of gears. Now a Bullard machine sitting in a production de- 
partment r that can machine a gear blank for an automobile or a gear 
blank for a tractor, or a gear blank for a truck, can also manufacture 
gear blanks for tool machines and a gear cutter that can cut the teeth 
on those—for those trucks, automobiles, and tractors, can also cut 
teeth on gears for tool machines. So, what I propose to do is, where 
we have got idle or partially idle or unused capacity, even in pro- 
duction plants, to integrate. Now, it’s going to take a little bit of 
ingenuity, but we brag about ingenuity being one of those things in 
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America which is unlimited. I suggest we begin to apply a bit of 
that ingenuity to some of these tasks. We did it following Pearl 
Harbor, we did the impossib ane have to do it now, and we can. I 
maintain—and as I say, my prediction is a conservative prediction— 
that we can more than double the production of tool machines; that 
we can double the current rate of production of tool machines if we 
utilize the total productive capacities of American industry to make 
its contribution. 

The Cuarrman. How quickly? 

Mr. Revuruer. Well, we can get going, I think, on what ought to be 
done—and the details are in here—I think that the National Produc- 
tion Authority and the agencies charged with this direct responsibility 
have to get the tool machine industry together, get representatives of 
these other industries who can be fitted in and have them sit down 
together, get the prints, the technical data, and see who can make 
what. The foundries can make the castings, the forge can make the 
forgings; we can feed parts into the tool industry proper. We can 
do a terrific job. I say in this program that a tool machine is just like 
a B-36, only less so. If you flew a B-36 into Willow Run and you 
took no manufacturers in Detroit out there and you said, “Do you see 
that B-36 - the runway! How many of you fellows can make one 
of those?” I doubt if any of them will say, “We can make it.” Gen- 
eral Motors on make it. But if you took the B-36 apart and you 
went down to Convention Hall and you lined all the small manufac- 
turers up and said, “How many pieces can you make” you'll find 
that those companies can make hundreds of pieces. Now, I propose to 
approach the tool machine bottleneck just exactly that way. You 
decentralize the manufacturing of parts and you centralize the parts 
in the assembly of the machines and you use the parts in the production 
of the tool industry proper. Other companies are able to take on the 
assembly of the entire machine itself. This is just a simple application 
of simple productive techniques to this bottleneck. 

The Cuarrman. Would you put one of these auto companies in the 
general overseership of these 

Mr. Revurner. | propose the Government contract it out. 

The CHarrMAN. So this is not a socialistic proposal; this is a pro- 
posal to have one private company manage a subcontracting job which 
would increase the capacity of the machine-tool industry; is that cor- 
rect ¢ 

Mr. Revrner. You could have a company running a central plant 
subcontracting to thousands of smaller plants, and another company 
running a central plant doing the same thing. It’s an application of 
just proven and sensible business practices that we have learned to do. 
General Motors Corp. has thousands of feeder plants, as big as they 
are. Ford, Chrysler; they all do. General Electric does. Why can’t 
we all do it? 

Senator Ferguson. Have you heard from some of the machine-tool 
people that the reason they have not been subletting is due to a price- 
control item of some nature? I understand your plan is to make it 
large and really do the job. I think it has to be done, or we’re continu- 
ally going to face this great bottleneck; but I wondered whether you 
had heard about the fact — now we say we can’t sublet this because 
the price we have to pay for it and the price we get for it is not sufli- 
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Mr. Revrner. That problem has been worked out, and I think is 
no longer a problem. For a while that was one of the problems. 

It seems to me that basically the problem of the tool industry is— 
and I am not trying to psychoanalyze the attitude, but being prac- 
tical—I think that fundamentally they are afraid of the fact—they 
are not like a civilian-goods industry. General Motors can figure 
they’re going to have every family with two cars, and later on the 
kids get a hot-rod job on the side, and that’s going to take a lot of 
production to meet that need. The tool industry is the kind of indus- 
try that can have a tremendous boom in the wartime and then go 
back to depression. ‘They say, “Let’s make it last.” A 4-year back- 
log, that’s pretty good. 

Senator Frrauson. Subcontracting will solve that problem. 

Mr. Revruer. It will certainly expedite the whole problem. I say, 
the tool-machine industry, if geared to the economics of abundance 
and geared to the total needs of the world to build at economy prices 
for a decent standard of living—which is the only long-run guaranty 
that communism will not win the loyalty of the people—that the tool 
industry will have enough work down the road, that we don’t have to 
worry about unemployment after they get it out of the way. 

The Cuamman. I think that’s a very good statement. 

Mr. Reurner. My program is pretty much self-explanatory. I 
think there is one other problem, which I think bears getting into, 
and that is the problem that after you get into the program you've got 
the problem of not only getting more machines produced, but you 
have got the basic problem of how to work out a priority system under 
this delivery of those machines. And T indicate that what we ne¢ zat 
there is a more rigid and more frequent inventory control and pri- 
ority System an d deliver Vv dates. For ex: imple, de fe mse contractor A 
may have the 30 Bullards on order. He may have the defense con- 
tract; it might be a jet engine, it may bea guided missile, a top defense 
priority, and under the priority he is entitled to the delivery of them 
before defense eae B can get any mac ‘hines: but defense con- 
tractor A can get into production if he only gets 10 machines, and 
he can get the other 10 down the road. But, if he got 10 instead of 
0, and the next 10 went to B and C and so on, you can get 3 into pro- 
duction in the time ordinarily scheduled for 1. That is a very impor- 
tant part of breaking this whole bottleneck in getting de fense produce - 
tion rolling in these industries. 

The Cuamman. How long would it take to put a plant like that into 
effect ? 

Mr. Revrner. You mean if this priority system I’m talking 
about—— 

The Cratrman. I mean your tool- ee program, if it were a 
real sense of urgency with some drive behind it. 

Mr. Reuter. It should go to preliminary conference to begin to 
lay the groundwork for decentralizing the technical work on this 
thing. I would get into Washington the key people from the indus- 
tries who logically could be fitted into this thing. I wouldn’t invite 
ges from the industry who perhaps, could.make a small contribu- 
tion, but pick those up on the second step. Get them down there 
and have the tool industry in this with the technical data, and decen- 
tralize them and take it back into the industrial community and have 
the companies come in and say—as I say, by bits and pieces approach 
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this thing—*What can you make? How quickly can you do it? 
Okay, you can do this part better, that’s your job.” And really get 
moving. It can be done, I’d say in 10 days. You can have the basic 
work of this thing moving. Now, a lot of people will say, “Yes, but 
there’s some complicated bookkeeping.” I once had an Admiral in 
the last war, when I was “Bt my in W paren) who said, “Mr. 
Reuther, that is a splendid idea, but do you realize it’s going to 
complicate the Navy’s bookke seat And I ak “Admiral, you 
tell the boys dying on the battlefield you can’t get them supplies be- 
cause something complicates your bookkeeping. This is going to have 
some bookkeeping and technical problems, but I think ‘they are not 
insurmountable; that they can be overcome as we have overcome much 
more difficult. problems. 

The Cuarmman. The question was not related to how rapidly they 
can start, but how long it would take. 

Mr. Revruer. Well, 1 would say that in the 6-month period that Mr. 
Wilson talks about for his billion dollar targets, I believe that we 
could get that up to one and a half billion in the next 6 months, and 
the next 6 months you could double it. 

When I say that, I’m just trying to throw out a round figure. 

The Cuamman. Where does this proposal lie now ¢ 

Mr. Reuruer. I was surprised this morning that Mr. Fleischmann, 
the head of the NPA, studied this matter and has it now under study 
with his technical staff and he has requested that I be in touch with 
him in the immediate future and I expect to do that, and discuss it in 
detail with Mr. Wilson in Washington, Defense Mobilizer, at an 
earlier date. 

The Cuarrman. I think you know Secretary of Labor Tobin will be 
here on Tuesday. He might be of some assistance to you. 

Governor Wiu1ams. Mr. Reuther, is this the kind of thing you 
wanted to discuss with the management of the automobile companies 
in these conferences ¢ 

Mr. Reurner. At the time I had originally requested the joint con- 
ferences, which was a year ago—it will be 4 days from now—that is 
when the Korean thing broke out and the President came out with 
his partial mobilization program. I know at that time, Governor 
Williams, if we had experienced material shortages with no defense 
program to speak of at all, that when we get a $50 million defense 
program on top of that, we would really be in trouble. 

No. 1, in a factual way to complete the job and meet them in advance. 
Time is the essence of this thing. When 50 percent or more of Hud- 
son workers are walking the streets, it’s kind of late. I want to talk 
about that. We wanted to talk about what we could do to help mobil- 
ize our industry and to integrate the fitting in of the defense produc- 
tion with the curtailment of civilian production to minimize the dislo- 
cation of employment, and thirdly, I dared to recommend that maybe 
the auto industry would—certainly there have been criticisms made 
of the auto industry, and I as an individual have made my propor- 
tionate share, but in fairness to the auto industry as a whole, it has 
waited for the economy abundance and not the economy scarcity. 
They know how to do it, nobody can take that away from them. I 
thought maybe together we could suggest some practical steps by 
which we could begin to meet that steel hoedlensak. and I thought, 
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frankly, Mr. Wilson said the right things in Chicago. That was good, 
and I was going to try to encourage more people to get religion, that 
it was a ood idea, and I thought if we had a joint conference, UAW- 
CIO and General Motors and Ford and ¢ ‘hrysler and the rest to go 
out, it would be a little more difficult to hang the Socialist tag on the 
whole group. 

Governor Witi1ams. Do you think, for example, if you talked over 
the tool-machine problem, they might have some suggestions to im- 
prove the over-all picture ¢ 

Mr. Revrner. I think the auto industry can make a real substantial 
ontributi ion tothis tool program. Ithink there may be a lot of things 
I haven’t got in here that they can suggest because they are technically 
competent, and nobody can deny that. This is the sort of thing 1 
want to talk about. I’ve got some specific neers tions that Pll 
make very briefly, so I can conclude here. I'd like to suggest that 
vigorous steps ought to be taken to insure that adequate steel- expan- 
sion production can really be met. We are deluding ourselves into 
believing that we have got that one behind us. I think we have to 
meet that one, and I think that your committee ought to get into that, 
because, if you are interested in protecting small business, you can 
see that adequate supply of needed metals are made available. There 
is no other way to do it. 

The CHarrmman. That’s one of the things we are undertaking here, 
Mr. Reuther. 

Mr. Revtruer. I think also that there ought to be established a more 
rigid, more frequent inventory control to insure that defense con- 
tractors do not get more material than they did before they actually 
need it, 

I’m of the opinion that defense contractors are getting too much 
too early. I have this to back me up. 

The Cuatrrman. You can tell us where it is, we'd like to find it. 
We have some leads, but we'd like to know where it is. 

Senator Frereuson. If it’s only 30 days too early, it would make a 
great difference, wouldn’t it? 

Mr. Revtuer. It would. This is what I think has happened and 
this is what I think your committee ought to check into. I raised 
it in the White House conference, and we got some preliminary data 
on it. The defense contractor has the contract for the production of 
certain defense items they have never produced before. Nobody 
knows really how much steel it requires. They have got some rough 
estimate, but since he gets top priority, he is a very modest citizen. 
He says, “My engineering Sapeetanen says I need X tons per unit of 
production,” but since he’s not sure and he doesn’t want to be caught 
short, and since he’s got top priority, they just double it. 

Senator Frrevson. And he usually gets the approval of the colonel 
in charge of that contract. 

Mr. Revruer. The colonel still doesn’t know either, he hasn’t made 
any. Now then, he may have a production schedule that says that 
as of a certain date he makes the first delivery and then it steps up, 
but when he orders castings and other things, he may order them for 
3 months and then he may be delayed in getting the tool machines 
8 months and not make the first ones, but he got his delivery on steel. 
Now that steel is immobilized. I say that ‘1 ton of steel delivered 
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1 month too early is 1 ton of steel taken out of essential civilian pro- 
duction, and some workers are going to walk the streets because you 
took that ton out of civilian pr oduction. 

The Cuarrman. Can you help this committee in tracing down some 
of this? As I say, we'd like to have your help. 

Mr. Revruer. I’ve been working on this, Senator Moody, for some 
time, and I’m going to continue to work on it and I will be perfectly 

glad to help. 

The Ciaran, I - sure you always have. 

Mr. Revrner. C. Wilson made a speech on October 26, 1950, 
before the American Sc iety for Metals, this is that same speech where 
he also got around, off the record—it’s not in the prepared speech 
where he talked about the steel industry dragging its feet, somebody 
must have stimulated him—but in that prepared speech he said, and I 
quote : 

I was surprised to find how much more labor General Motors required to con- 
vert a ton of steel of the military products during the war than to convert a ton 
of steel into civilian production. I am sure that GM did a reasonably sufficient 
job of fabrication on its war contracts, but it took only about one-quarter as much 
steel to keep a war-production employee occupied as it did to keep an auto- 
mobile worker employed prewar. 

That is very significant when you're talking about steel, and I think 
that General Motors is aware of that, because they are a pretty broad 
cross section of defense contracts; they made ever ything, shells, tanks, 
amphibious decks and airplanes, aircraft engines, marine engines—— 

The Cuatrman. It was our leading war producer. 

Mr, Revruer. That’s right. They were the largest single producer 
of war materials. Therefore, it wasn't an isolated, highly specialized 
kind of a business. It was a general experience, which I think is appli- 
cable to the industry generally. Their experience proved that to 
fabricate a ton of steel into a defense end product required four times 
the normal manpower for the ton of steel into civilian products, which 
would mean that for every ton of steel that normally you would 
divert—this may not be true immediately, but for every ton of steel 
you would normally divert and put into the application of defense 
production, you would develop more employment instead of less; 
and that is why I believe that a lot of steel is somewhere in hiding 
now—it is not being fabricated because the defense employment levels 
would be much higher and we would not have this mass unemploy- 
ment threatening. 

The Cuamman. Where is it? 

Mr. Revruer. I think you will find that contractors A, B, C, and 
D are getting too much too early. 

Senator Frereuson. When you get thousands of those, even though 
it is 30 or 60 days, you have still got a lot of material. 

Mr. Revruer. Absolutely. 

The CuatrmMan. Not only that, but a company may have ond : 
days’ supply of one kind of steel on hand and 50 days’ supply « 
another kind on hand, although you have the same component. 

Mr. Revruer. Well, you see what happens—here’s a good example 
of what can happen. The Munitions Board says that by June 30, 
1952, lane are going to have $2,900,000,000 worth of tool machines. 

The CHairman. They are going to need it, not have it. 
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Mr. Revruer. That is the day they are supposed to get them. That 
is the way the schedules were worked out. Now, if the defense con- 
tractor can order his material on the basis of getting those delivered 
on that date, he is going to have a lot, much too early. Now, a little 
here, a little there, “and | the first thing you know, you have got a lot 
of steel immobilized and steel that is immobilized is just as though 
it were thrown into the deep part of the ocean, because you've got to 
keep this thing in a fluid state. You have to keep your materials 
moving through the processes of production. There ought not to be 
hoarders of scarce materials, whether they be defense contractors of 
material, I don’t care if a fellow has a super-duper defense priority, 
if he is ordering material he doesn’t need for months, he is just as 
guilty as the fellow who orders it for the defense production. The 
moral difference doesn’t change the fact; the steel is not there. And, 
I think that people like that ought to be sought out and ought to be 
punished to the full extent of the law. We think that there are many 
other things that can be done in this respect. We think there ought 
to be a closer coordination of the placement of defense contracts in 
the areas where civilian contracts are being cut back. Now, that is 
the policy, the Government has a policy, a labor policy which—man- 
power polic, Vv 

The Cuatrman. That is the President’s manpower statement. 

Mr. Revruer. National mobilization policy. It says there on 
page 9: 





Production will be scheduled, materials allocated, and procurement distributed 

with careful consideration of available manpower. Whenever feasible, from 
an economic and security standpoint, production facilities, contraets and signifi- 
cant subcontracts will be located at the sources of labor supply in preference 
to moving the labor supply. 
Now, we insist that there are many situations, and Detroit happens 
to be one of them, where there have been defense contracts placed out- 
side of Detroit that ought to be placed in the greater Detroit area 
so you can get this coordination between the curtailment of civilian 
production on the increase. Really, the fellows in the Kremlin have 
the initiative on this thing at the present time. We know that for a 
generation we may be living in this period of twilight, neither all- 
out war nor peace in the world. 

The Cuarrman. Not peace and not war. 

Mr. Revruer. That’s right. Now, what does that mean? It means 
that we’ve got the job of building strength, but not building strength 
on the kind of basis that will create a break-down completely in our 
civilian economy, because then the Communists will again do work 
at that front. We've got to be strong in terms of military strength 
with the ability to realize very quickly a great potential up- building 
of additional military strength if the situation worsens in the world; 
or, if the situation improves, we've got to be able to reflect the empha- 
sis onto civilian production and it’s the ability to ac sch maximum 
flexibility and the fluidness between emphasis of military or defense. 
That is why you’ve got to have your defense plants and your defense 
contracts and the civilian work together because you move the workers 
from one to the other. 

The Carman. If youre going to parallel the plants, I assume 
you can’t parallel a plant on Conner Avenue and Newark, Del., and 
expect the workers to move back and forth. 
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Mr. Revuruer. Not unless the guided missile people will build a 
missile that they can strap on the back of a Chrysler worker so they 
xan shoot them out there; otherwise, it will not be practical. In 
other words, the proposal with civilian production and the integra- 
tion of defense work in civilian production plants which I want to 
touch upon, is predicated upon the concept of using the same labor 
market and getting the workers available by shifting from one to 
the other in the same area and you can get into this whole question, 
of course, of housing and community facilities. This little plant 
Chrysler is building in Delaware—I think Mr. Matthews very abl) 
put our case the other day—there are, I think, 1,700 dwellings in 
Newark, Del. I don’t know, it’s just a small village. Now, if the 
Chrysler Corp. builds a plant there that employs thousands of work- 
ers, Where would they live? They’ll have to build schools and com 
munity facilities and all the other things. Down in New Orleans 
they have a labor shortage. They have trained workers to run the 
same machines that are being run by the workers who are going to 
be laid off. 

Senator Ferguson. You weren't here this morning when the gentle 
man in charge of the arsenal indicated that that is what they wanted, 
this plant down there which would be near shipping facilities; also 
the Chrysler man, I can’t reéall his name, indicated that they were 
supposed to move that plant out of the Detroit area. 

Mr. Reuruer. For security reasons. 

Senator Frercuson. He didn’t say “security reasons,” but he cited 
the two men who told him and they were going to Birminghan, Ala., 
and they couldn’t get that plant. 

The Cuamman. Mr. Reuther, I may be able to clarify this. I think 
there have been some parallel-type plants built near Detroit. Mr. 
O’Brien, of Chrysler, testified this morning that Chrysler Corp. was 
told that this plant had to be located, or should be located, outside of 
Detroit. They tried to get a Government plant in Birmingham, Ala., 
which was later assigned to the Air Force, and Chrysler picked this 
place in Newark, Del., where it happened to own some real estate, but 
that struck me as not being a good place to parallel a plant because 
there is no housing down there or facilities. As a quick change-over, 
it seems impractic al to me. 

Mr. Revuruer. I think in fairness to the defense effort, in fairness 
to the hardships of the people who are going to be laid off in Detroit 
by Chrysler, it must be said in all modesty that the plant being built 
in Newark, Del., is a part of the decentralization of the Chrysler Corp. 
to meet their postwar problems. Chysler Corp. does not have a plant 
on the east coast. Ford has them. General Motors has them, but 
Chrysler does not have them. That is what they are doing; they are 
just looking ahead. Now, I have no objection to that, providing it 
does not conflict with the basic needs of our country in this emergency, 
and that is why it’s done. I’m not looking for arguments wit) 
anybody, but facts are facts, and we have ‘to look at them, even 
though 

The Cuairman. One general testified there was a certain reluctance 
to accept the defense contract and, therefore, it was necessary for them 
to send a contract outside of Detroit. He also confirmed the state- 
ment made the other afternoon by Mr. Matthews that only one line out 
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of the possible nine is operating at the tank arsenal now. General 
Crawford gave his opinion that the maximum production from the 
Chrysler Tank Arsenal will be four lines—that is, two lines operating 
on two shifts—so that I think it can be perfectly stated that they are 
only making about a fourth as many tanks as they can, and the tank 
program is behind. 

Mr. Reurner. There is no question that the Detroit Tank Arsenal 
is not making nearly the contribution it could be making if fully 
utilized. 

Senator Frrcuson. He says himself it’s making all the Government 
wants it to make. 

Mr. Reurner. Then why build a new plant in Delaware? 

Senator Frrevson. It’s the substance of his statement that they have 
a program planned and they’re filling out all that program calls for, 
and there is a plant going in at Plymouth, and there is another one up 
at Flint. 

Mr. Revrner. There are a number of new tank-plant projects in 
the mill. I might suggest that one of the things that your committee 
could do would be to get the procurement people in and say, “What 
about it?” 

The Cnamman. Weare going to, I might say. 

Mr. Revurner. Good for you! 

The Cuatrman. Also, I might point out to you that it’s always been 
my judgment that the longer we delay in making the country strong, 
the greater the chances of having an attack on us, and here’s an 
obvious place we could increase our production, and it’s not being 
done. There may be good reasons for it, and on the surface we're 
going to find out about it. 

Mr. Revrner. Another thing, we feel that civilian production 
schedules ought to be maintained at the highest possible level con- 
sistent with the military ngeds for scarce materials, even though 
down the road they may have to be cut more drastically. Let me il- 
lustrate that, because that can be one of the things that can give 
Detroit and automobile centers relief in this situation. 

The production authorities in Washington have said they hope 
the civilian production will operate somewhere between 60 and 70 
percent. That’s what they think they can continue. The auto- 
mobile industry has been hit the most of all industries. because they 
feel a greater percent cut in automobile essentials vields a greater 
steel saving than a comparable 1 percent in other industries. They 
say between 60 and 70 percent. 

My proposal is that while down the road we may have to cut 
civilian production even lower than 60 percent, down to 50 percent, 
it would be much better in this interim period, while we’re waiting 
for the tool machines to get into actual production of defense work, 
to take up the slack on the unemployed front, to maintain production 
of civilian goods at 80 to 85 percent, even if we have to cut them back 
to 50 percent later on. And stockpile essential civilian goods in the 
hands of consumers who need them, and don’t waste the manpower. 
Anybody that knows anything about the inflationary thing knows 
that anytime you lose production you are beating the infla ationary 
fires. So, keep the production of civilian goods up at a higher level 
and cut them more drastically later on, and make available war mate- 
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rials later on. You can bridge this interim period later on and 

The CrHairman. I made the same point in examining General 
Crawford on the matter of tanks. He says they have the pene 
phased so the production is going to be greater at a later date. 
This isn’t General Crawford’s responsibility; he is following the 
program given to them. That would take up some of this unem- 
ployment ; and later, when their other military would be going more 
rapidly, workers will be scarce, as a matter of fact. 

Mr. Revruer. That could be done in the case where there is a tank 
arsenal going and you could feed manpower into it. 

The CuairmMan. This is one that’s going. 

Mr. Reurner. That is right. Assuming that Ford and Chrysler 
and General Motors and the companies making refrigerators—l’m 
not talking about juke boxes; I’m talking about things that are an 
essential part of maintaining a strong economy. Automobiles, as far 
as I am concerned, are not a luxury. Automobiles are a very essential 
part of the transportation facilities of this country, and we can’t 
operate these war plants in the outlying territories, because the workers 
don’t have cars. 

I think we've got to realize the fact that we are going into this 
emergency—we don’t know how long it’s going to last—with 40 per- 
cent of the automobiles 10 years old or older now. We went into the 
Pearl Harbor experience with only 17 percent of the cars 10 years or 
older. What does that mean? That means that the transportation 
pool represented by the millions of automobiles in the hands of Ameri- 
can people are much older as a group now than they were at the time 
of Pearl Harbor. Now, if we could stockpile thousands of cars in 
the hands of consumers, make them and then cut back—instead of 
between 60 and 70 percent, cut further later on—we can still make 
the same number of cars on a long period, but we would make more 
unemployment because we had curtailed civilian production and—— 

The Cuamrman. You're asking in effect, as I understand it, that 
the arbitrary curtailment of automobile production be softened now ; 
is that correct? During the period before war plants are brought 
into production ¢ 

Mr. Reuruer. As the tool machines make it possible to fabricate 
this metal that’s needed, you shift the workers over; you then get a 
more drastic cut in civilian workers. We may go to 50 percent. Go 
along now at 75 or 80 more, and cut it more later. 

The CHamMan. You propose that 

Mr. Revruer. I have discussed this idea; I have not boiled it down 
as specifically as I am here today. 

The CuairmMan. This is the first time this proposal has been made. 

Mr. Revruer. I have been exploring this with people in Washing- 
ton. I have not done it publicly, because I’m more interested in get- 
ting results and I have newspaper stories on this thing. This is the 
first time publicly I have advocated that this specific thing be done 
as a possible way of bridging this. 

Senator Frreuson. Mr. Reuther, along that line, if these plants 
we’re building—and we find we are building a lot of them—and the 
steel going into those at the present time was just slowed down 30 
or 60 days or 90 days and given to the auto industry, it might tide 
you over this period, until you’d get the tools. Isn’t that true? 





SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 185 


Mr. Revuruer. That would be a contribution. And I think if you 
got the steel that they don’t need, back in there, too—— 

Senator Frrauson. I appreciate that, and I don’t think there is any 
doubt that you will find a surplus of steel on many M orders of defense, 
thinking they are going to get their tools much earlier than they are 
actually going to get them. And that lag would give an awful lot of 
steel to the automobile industry and the other industries that you have 
mentioned. I don’t think there is any doubt about that. 

Mr. Revruer. There is one further suggestion we'd like to make, 
and we want to relate to that aspect of the proble m. I believe that the 
Government procurement agencies could work out the placement of 
orders in advance for early delivery on standard military trucks and 
other items like that which could be reduced in civilian operation 
the minute there was conversion. In other words, if the Army 
Ordnance needs so many thousands of types of trucks that are being 
produced now, right along in the plants, why couldn’t they move 
those orders up and put them in there when there is going to be unem- 
ployment¢ They can stockpile those; they aren’t going to change 
the design. They are standard trucks. That sort of thing they could 
accelerate now. ‘The things they haven’t tooled up they could shift 
onto. 

Each one of these things makes part of this cushion that we've got 
to build to get over this 

The CHarrman. Would you pull this testimony together? The 
testimony amounts to a number of specific things that you are pro- 
posing. Your machine-tool suggestion, this suggestion about a re- 
duced cut-back of steel, of automobiles; would you have to pull those 
together in a capsule, in a sort of program / 

Mr. Revruer. Well, specifically, you’ve got to get this coordination 
between civilian cut-backs and the actual getting into production. 
You’ve got to place defense contracts in the area where the curtail- 
ment of civilian production will make the workers available for the 
defense production. That’s got to be worked out. That is point 
No. 1. 

Then, I bélieve that this whole question of the cut-backs, of mini- 
mizing the amount of cut-back of civilian production now and getting 
a more drastic cut later on, has to be ironed out. 

Thirdly, have the Government procurement agencies accelerate the 
placement of orders in getting an earlier delivery date on those items 
that can be built in civilian plants, getting those in now and helping 
create employment in the transition per iod. 

Further, I think that we’ve got to achieve the maximum integration 
of defense work in civilian plants. That is not being done; it is not 
easy. I know something about the production process in the auto 
industry. I lived with it for a long time, and I worked at it. 

The Cuarrman. You ought to. 

Mr. Reuruer. I say this is not an easy thing to do. But I say it 

can be done. I say that an automobile plant ~ that’ s working at 60 
percent of capacity can take on certain parts of the defense-production 
programs and integrate those with the 60-percent civilian production. 
[ don’t say every plant can do it the same amount or in the same way, 
but it can be done, 

This is not the place to go into detail to talk about whether you 

can do it on a Bullard machine or a grinder, or a turret lathe or a gear 
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cutter, but I say it can be done. If you want to call a meeting to talk 
about that kind of detail, I shall be happy to be there, because the 
ingenuity and the production know-how that the auto industry has 
demonstrated, and other industries have demonstrated, if applied 
to this problem, can achieve a degree of integration of defense and 
civilian plans that not only will be helpful to the war effort but will 
help meet this problem of dislocation of employment. 

The CuamrmMan. You haven’t mentioned machine tools. 

Mr. Reurner. I had these four points about this idea of the coor- 
dination. 

I'd like to suggest further that steps should be taken to stop the 
construction of nonessential plants which are using scarce materials. 
I'd like to call your attention to the fact that the ¢ apital expansion— 
new plants, new equipment for nondefense purposes—is increasing. 
1948 was a postwar peak; the over-all capital-expansion program— 
plants and equipment—was 19.2 billion dollars. In 1949 it went down 
to 18.1. In 1950 it went up to 18.6. For the first quarter of 1951, it 
was 20.6 billion. Second quarter it was 25.7 billion. Third quarter 
it was 25.6 billion. 

On July 14, 1951, there was an article in Business Week 

The CuairmMan. Wait a minute. 

Mr. Reuruer. I'd like to quote what Business Week said. 

The CuarrMan. You said the third quarter. 

Mr. Revruer. This is the projected schedule, at the annual rate 
of 25.6 billions of dollars. That’s a tremendous increase. 

Here’s what Business Week has to say about it. July 14 they had 
an article that stated as follows, and I quote. 

About half the companies have revised their plans and equipment program 
since the beginning of the year. Almost all the revisions are upward. The 
increases far outweigh the cuts. Civilian business is the target of the expansion 
as much as military. 

Some companies have no military orders. Others say they would be expand- 
ing even without military orders on the books. But they have rarely put ex- 
pansion programs seriously behind schedule. The boom in capital spending 
will almost certainly carry over into 1952. Nobody knows where business is 
getting the material for this kind of expansion. This is also a payt of that prob- 
lem. Where are they getting scarce materials to carry on the expansion of 
nondefense plants? 

Senator Fercuson. Supposed to get priorities, aren’t they, to carry 
on ¢ 

Mr. Reurnuer. Here’s what happened. What we suggest is that this 
be stopped, and they ought to look into the whole question of the 
amortization certificates. They get clearance from the amortization 
certificate and automatically get priority for the materials. 

Senator es ercuson. They can’t get amortization unless they have an 
order of clearance. The clearance office must get that. 

Mr. Revruer. We suggest it be checked into, because that’s a source 
of wastage of a lot of scarce materials. 

The CuarrmMan. I was referred to an article in the Wall Street 
Journal. 

Mr. Reutuer. I was going to refer you to that same article. I have 
it here. I'd like just to quote one brief sentence from the report of 
the House Committee on Expenditures in the Executive Department, 
in their report of May 28, 1951, on this very problem. They said: 

The certificates-of-necessity program is the biggest bonanza that ever came 
down the Government pike. 
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The CuatrmMan. Who said that? 

Mr. RevurHen. This was the House Committee on Expenditures. 
Reported May 28, 1951. 

I think this shicle ought to be studied, some of the people here 
have read it, this article from the Wall Street Journal which shows 
this is scandalous. The Wall Street Journal is not a CIO propaganda 
journal. It’s a paper that reports financial transactions and matters in 
business, in Congress. They say this is scandalous. Here’s a company, 
Mountain St. Bean Co., in the soybean business. They are building 
new plants, nothing to do with defense production. Another woolen 
company. 

The CuarrMan. You are just a little ahead of us. This is only the 
second day of these hearings. We'll be glad to take that for the 
record. 

Mr. Revruer. That’s encouraging. 

We also think one of the problems we’re going to run into which is 
going to get more serious is the scrap shortage. We think there 
ought to be initiated a Nation-wide civilian scrap campaign. It will 
do one of two things, get a lot of se rap out of the attics and back yards 
and make people more aware of the prices in the world; and the threat 
isa real threat 

We think that steps should be taken to improve and accelerate the 
Government’s collection of information on the impact of defense 
mobilization policies on employment and unemployment. 

One of the reasons Mr. Wilson in Washington gets in trouble, is that 
he’s operating on the basis of data which is antiquated when he gets 
it. Most of the employment data the Government has is 2 months 
old, and the Government’s got to find some way to get information on 
a current basis and project their defense policies in terms of current 
data, not data 2 months old. Two months ago, Hudson was going to 
town. ‘Today more than 50 percent of the workers are on the streets. 
So, you can’t project economic policies where you’ve got the fine 
problem of balance between civilian and defense work. 

Senator Frrauson. Mr. Reuther, if they are going to issue an order 
like they did in June, cutting down the automobile production in the 
month of June, for that particular quarter, they certainly should 
anticipate that it’s going to throw so many thousands of people out 
of work and they ought, at least, to use the anticipated figures rather 
than the ones they would furnish to this committee today ; isn’t that 
true! 

Mr. Revruer. I would think so. 

We'd like also to suggest that full consideration on manpower 
factors and mobilization be given by placing labor representatives 
in those agencies or the procurement agencies, at the national and 
at the regional level, and also in the agencies where certificates of 
necessity with respect to amortization are given. Because I'll guar- 
antee you that you will find workers where they know in one city there 
is going to be mass unemployment, are not going to sit there idly and 
authorize them to build a plant in some other city, when that work 
could be done in the city where there’s going to be unemployment and 
the workers are trained. 

The Cuarrman. It might be likely that the automobile workers who 
foresaw a cut-back in the steel allotment, the automobile company 
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might object to the amortization to build a peanut-butter plant some- 
where. 

Mr. Revrner. The point is, that the worker has an interest that is 
completely compatible with this kind of a situation, with the defense 
effort. He’s fighting to keep his job; and keeping him employed is 
the way to get more ‘production and more production is what we need 
to make our Nation stronger. 

The Craman. Also, Detroit is interested; the interest is com- 
patible with that of management ? 

Mr. Revrner. I'd like to give you one figure and conclude. The 
UAW-CIO, in consultation with the Detroit Board of Commerce, Mr. 
Edward Cushman, who is head of the industrial relations center at 
Wayne, and head of the manpower—— 

The Cuarman. Cushman? 

Mr. Renruer. Yes. We collaborated on employment survey and 
these are the figures we came up with, these three groups. For Wayne 
County, the peak of employment was reached in October of 1950, 
and we had 597,000 people employed ; 579,000 fully employed. 

For the third quarter of 1951 there were 465,000, or in Wayne 
County. 114,000 less people employed than at the peak in October 
1950. The fourth quarter, based upon the best data we could get, 
three groups working at this thing, we came out with a figure of 
470,000. And for the fourth quarter of 1952, 520,000, or still 59, 000 
less than the pe ak of October of 1950. 

Now, this is a problem not only for the wage earner himself, but 
the thing penalizes the whole community. The corner grocery man, 
the retail trades, they get penalized. The automobile-worker payrolls 
themselves in Wayne County have decreased from May of this year, 
as compared to October of 1950, which is the peak, in an amount of 
about $414 million weekly. The payrolls have gone down that much. 
That's about $200 million a year decrease in automobile payrolls. 
That doesn’t include other people. 

The Cuarrman. I think the retail merchants would be interested 
in that one. 

Mr. Revuruer. I think so, too, because it gets back to them. 

Senator Frrevson. Have you heard retail merchants say they are in 
very bad shape now on retail sales / 

Mr. Revrner. If they aren’t it’s surprising, because it’s going to 
get worse. 

Senator Ferguson. I was here on the week end, talking to some of 
them: it was very bad. 

Governor WiiuiAMs. I just happened to run into Dale Stafford, 
and we were discussing that problem. They say their sales are all 
off in their retail stores. 

Senator Fereuson. They show a big decrease. 

The CuarrMan. It seems to me this is a community problem, in 
which not only the stores, but management and everybody else is in- 
volved, and something has got to be done about it. 

Mr. Revrner. Everybody is in the same economic boat. 

The Cuairman. You will have some support from the Senate, or 
from sections of the Senate, on the things you have brought down 
today. 

Mr. Revrner. I'd like to conclude by saying this: I’ve been say- 
ing for a leng while, and I believe it very sincerely, the struggle be- 
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tween freedom and tyranny, the American economy, our ability to 
create an abundance is freedom’s greatest asset. I’m confident that 
our economy can meet the challenge that we face in this very serious 
period if we mobilize our facilities, human and material resources. 
I make the proposals that I’ve made today and have been making for 
one reason only, in a sincere effort to get America mobilized on an 
all-out basis to meet this challenge. We did the impossible after 
Pearl Harbor. We've got to realize we have the capacity, we have 
the resources, we can do the same thing now. ‘There is just as much 
urgency in doing the impossible now as there was after Pearl Harbor 
because it’s equally as serious. 

Thank you. 

The Cuatmman,. Id like to thank you for a very comprehensive and 
enlightening statement. 

Senator Fercuson. Mr. Reuther, I want to thank you and I appre- 
ciate what you did tell us here today. Is this memorandum you gave 
us a kind of a summary ? 

Mr. Revruer. Yes. I thought that would be helpful both to the 
committee and to the members of the working press. 

Senator Fercuson. We didn’t get this until after you started, could 
we continue anticipating 

Mr. Reurner. I have tried to list the specific recommendations that 
I made there. 

Senator Frrauson. Thank you. 

Mr. Revruer. Thank you. 

The CuarrmMan. Thank you very much, Walter. 


(The matter referred to is as follows:) 


Testifying before the subcommittee of the Senate Committee on Small Business, 
Walter P. Reuther, president of the UAW-CIO, today made the following recom- 
mendations to expedite defense production and to minimize dislocation and 
unemployment: 

“1. Break the serious bottleneck in tool-machine production by all-out mobiliza- 
tion of our productive resources in the tool-machine industry proper and in other 
industries capable of contributing to the tool-machine program. At the current 
rate of production it will require the tool-machine industry proper approximately 
4 vears to produce the machines scheduled to be bought with public funds by 
June of 1952. 

“The tool-maching industry is currently producing at an annual rate of $675 
million a year, while the Munitions Board estimates that the defense production 
tool-machine requirements to be purchased with public funds are $2,900 million. 
This does not include thousands of machines which will be purchased with private 
funds, nor does it include machines which have been ordered for nondefense 
production. 

“2. Establishment and rigid enforcement of a system of priorities for scheduling 
delivery dates of taol machines. This will insure the delivery of tool machines 
on the basis of getting the maximum number of defense projects into actual 
production at the earliest possible date. 

“3. Vigorous steps to insure adequate expansion of steel production capacity 
to meet the Nation’s needs both in terms of military and civilian production. 
Despite the fact that the steel industry finally has been bribed into some plant 
expansion at a huge cost to the American taxpayer, the projected expansion of 
the steel industry is far from adequate to meet our current needs or to meet the 
civilian needs of a full-employment, peacetime economy. 

“4. Establishment ‘of more rigid and frequent inventory controls to insure that 
defense contractors do not receive steel and other materials in short supply 
in amounts greater than they actually need and at a date earlier than such 
materials are to be machined and fabricated in defense products. At present, 
many defense contractors are undoubtedly getting too much too early. Hoarders 
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of scarce materials, whether for defense or civilian purposes, should be sought 
out and punished to the full extent of the law. 

“5. Immediate steps should be taken to provide Federal funds to supplement 
unemployment compensation to guarantee workers 40 hours’ pay per week when 
laid off due to defense mobilization policies. Defense mobilization is being 
undertaken in the interest of the whole Nation. It is grossly unfair and unjust 
tv load the costs of conversion on a relatively small group in the population who 
will lose their jobs in the process. ‘The cost should be shared fairly by all citizens 
through taxation. Congress has recognized this principle in overgenerous provi- 
sion for costs incurred by business in converting te defense production, such as 
special tax privileges, production incentives, profit guaranties, ete. 

“6. Coordination of the reduction of civilian production schedules with the 
step- up of actual defense production by: 

‘(a) Placement of defense contracts in areas in which curtailment of civilian 
production schedules will make manpower available for defense production. 
This will facilitate the achievement of maximum flexibility in shifting from 
civilian to defense and from defense to civilian production as world conditons 
necessitate changes in emphasis. 

“Investigate the attempts of certain corporations to use the emergency periods 
to have the taxpayers carry part of the cost of their decentralization programs 
for future civilian operation. 

“(This approach to placement of defense contracts can be carried out on a 
basis consistent with military security needs against air attacks.) 

“(b) Maintenance of civilian production schedules at the highest possible 
levels consistent with actual current defense production needs for scarce mate- 
rials. Higher civilian production schedules now will permit stockpiling of essen- 
tial civilian goods in the hands of consumers, and will make possible more drastic 
curtailment of civilian production later when defense production requirements 
for searce materials will be greater. Stockpiling of essential civilian goods in 
the hands of consumers is a necessary part of maintaining a strong and healthy 
economy. For example, 40 percent of our automobiles are 10 years old or older, 
as compared to 17 percent at the time of Pearl Harbor. Efficient transportation 
is essential to get defense workers to their job. 

“(c) Government procurement agencies should place orders in advance, for 
early delivery, for items such as trucks and other equipment that could be 
produced in civilian plants with a minimum of conversion. 

“(d) Maximum utilization of equipment and plant space idled or partially 
idled by curtailments in civilian production for the production of parts and 
components for defense production. 

“7. Stop the construction of nonessential plants which are using scarce mate- 
rials. In addtion to wasting scarce materials, many of these nonessential plants 
are being financed at the taxpayers’ expense and aided in getting materials 
because they are approved for accelerated amortization. 

“S. Initiation of a Nation-wide civilian scrap campaign. This will increase 
the available scrap for the steel industry and other industries where there is 
a scrap shortage and will also give t!e civilian population a sense of participa- 
tion and an awareness of the seriousness of the emergency. 

“9. Steps should be taken to improve and accelerate the Government’s collec 
tion of information on the impact of the material allocation program and other 
mobilizition policies on employment. Part of the present dislocation and con 
fusion results from the fact that Government's statistics on employment and 
unemployment are neither accurate nor up-to-date, and Government mobilization 
policies are projected in the absence of adequate and reliable information. 

“lu. Assure full consideration of manpower factors in the mobilization pro- 
gram by giving labor an effective voice in the procurement centers where 
defense contracts are placed, and in the agencies approving certificates of neces 
sity for accelerated amortization in connection with construction of new plants.” 

Reuther advised the committce that the present steel shortage which is causing 
widespread economic dislocation in the auto industry and other basic manu 
facturing industries is not a new problem. He stated that the auto industr) 
and other steel consuming industries have been on a steel shortage diet since 
World War II. Our Nation’s security has been weakened and hundreds of 
thousands of workers are being threatened by unemployment because of th: 
policy of blind selfishness that has kept the steel industry wedded to the eco 
nomics of monopoly and scarcity, of high prices, high profits, and low output, 
said. Reuther reminded the committee that the UAW-CIO had been working at 
the practical job of getting the steel productive capacity of America expanded 
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to meet our Nation’s needs. Reviewing the Union’s efforts to achieve maximum 
production and full and steady employment, Reuther listed the following as 
examples : 

1. The UAW-CIO was primarily instrumental in having a subcommittee of 
the Senate’s Stall Business Committee hold hearings on the probiem of steel 
production capacity; and on July 21, 1947, Reuther appeared before the Senate 
subcommittee and made specific proposals concerning the expansion of steel 
production capacity. 

2. On August 20, 1947, Reuther addressed a letter to President Truman pro- 
posing specific steps for the expansion of steel-production capacity and requested 
that the President instruct the Department of Justice and the Federal Trade 
Commission to undertake immediate investigation of monopolistic practices by 
the steel industry that are restricting steel production and steel-production 
capacity. 

3. Reuther and other representatives of the UAW-CIO held numerous can- 
ferences with top Government officials and congressional leaders, inciuding the 
President of the United States, urging that action be taken to overcome the 
serious problem of growing steel shortages. Efforts by President Truman and 
other people in Government who shared the general point of view of the UAW- 
C1O on this problem were blocked by the forces of monopoly and scarcity through 
their agents in Congress. Reuther advised the Senate subcommittee that imme- 
diately following the outbreak of fighting in Korea, the UAW-CIO warned 
representatives of both Government and industry that steel shortages would 
create widespread unemployment unless steel production was expanded and 
curtailment of civilian production was coordinated with increases in defense 
production. 

4. On July 20, 1950, the UAW-CIO proposed the convening of a joint meeting 
of representatives of management and labor in the automobile industry— 

(a) To discuss the impact of the President’s partial mobilization order on 
the level of production and employment in the automobile industry. 

(b) To explore possible and practical steps to be taken to minimize disloca- 
tion and unemployment. 

(c) To give consideration to the working out of joint recommendations to the 
Government on steps that should be taken to expand steel production. 

(d) To discuss and to make recommendations on other matters related to 
the full mobilization of the production potential of the automobile industry in 
support of the efforts of our Government and of the free people of the world to 
resist Communist aggression. 

Refusal of the major automobile companies to participate made a joint labor- 
management conference impossible. In their letter of refusal several automo- 
bile companies stated that they anticipated no steel shortage whatever and indi- 
cated that the defense-production program in no way would affect automobile 
production schedules or employment levels. 

5. On November 1, 1950, in response to the first Government order curtailing 
the civilian use of scarce materials, Reuther wired Secretary of Commerce 
Charles Sawyer “insisting that defense measures be geared to continue full util- 
ization of luanpower and plants for military or civilian production.” 

6. On January 19, 1951, in a letter to President Truman, Reuther urged the 
President to petition Congress to take immediate action to provide Federai tun:|s 
to supplement unemployment compensation in an amount necessary to guarantee 
10 hours’ pay to workers laid off due to the defense-mobilization program. 

7. On February 9, 1951, upon receipt of information from the National Pro- 
duction Authority that shortage of steel and other basic materials would neces- 
sitate drastic reduction of automobile-production schedules, the UAW-CLO again 
proposed a joint labor-management conference for the purpose of achieving mavxi- 

um mobilization of the productive resources of the auto industry behind the 
defense program and for avoiding mass unemployment by achieving proper 
coordination of defense and civilian production, 

8. On June 25, 1951, Reuther made the following proposals to President 
Truman: 

(a) A program to expedite tool machines needed for defense production in 
order to minimize unemployment in the shift from civilian to defense production. 

(b) The establishment and rigid administration of a system of priorities which 
would schedule delivery dates on tool machines so as to insure getting the 
maximum number of defense projects into actual production at the earliest pos- 
sible dates. 
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In the same letter Reuther reiterated his proposals that the Government 
take vigorous steps to expand steel capacity, institute more rigid and frequent 
inventory controls with respect to the allocation of materials in short supply, 
and provide emergency unemployment compensation to guarantee workers laid 
off because of the defense program 40 hours’ pay per week. 


STATEMENT OF MAXWELL JOSPEY, VICE PRESIDENT AND GEN- 
ERAL MANAGER OF PRODUCTION STEEL CO., DETROIT, MICH. 


The Cuaimman. Mr. Jospey, thank you for coming in. 

Will you give us your name and address and business ? 

Mr. Josrry. My name is Maxwell Jospey, I’m connected with Pro- 
duction Steel Co. I am the vice president and general manager. 

The Crarrman. Will you tell us what the company does? 

Mr. Josrry. We're in the warehouse business. We warehouse flat- 
roll products. Flat-roll products consist of hot-rolled, cold-rolled, 
sheets and strip and some plates. 

The Cuamman. How is your inventory these days, do you have 
plenty of steel supply ? 

Mr. Josrey. I would say that our inventory is lower than it was in 
1950. However, I don’t think that the inventory level is an impor- 
tant factor. We're actually receiving under M-6, which is the Gov- 
ernment order, 85 percent of our base period tonnage. That base 
period being Janu: ry 1 through October 1, 1950. I would say that 
during the period after November, which was when M-6 was incor- 

orated, that we have received our 85 percent allotments every month. 

The order established a minimum of 85 percent that the mills could 
ship to warehouses. 

The Cuarrman. A minimum of 85 percent? 

Mr. Jospry. A minimum of 85 percent of their base period during 
the first 9 months of 1950. 

The CuairmMan. So that they have a good supply? 

Mr. Jospry. That is right. And I would say that our inventories 
are lower than they were in 1950. That may entail a slight delay in 
making delivery, but actually our deliveries are made, they may be a 
little delayed, but the actual deliveries I would say are in a par with 
1950. 

Senator Fercuson. Do you take on new customers or are you try- 
ing to fill the orders of old customers? 

Mr. Jospry. From a civilian standpoint, we have tried to follow a 
historical pattern. In other words, those customers that we took care 
of in 1950, we try to take care of today. 

Senator Frrcuson. Do you try to limit them to the 85 percent ? 

Mr. Jospry. We try to follow a pattern similar to what they pur- 
chased from us during the base period. 

Senator Fercuson. And give them 85 percent of that? 

Mr. Jospry. I would say that that is basically correct. There is 
one thing I'd like to say, though. As far as DO orders are concerned, 
they have received preference ; and when a customer calls and he has a 
DO order we pay no attention whatsoever to historical experience. 

The Cratmrman. Well, do you furnish all DO orders that are pre: 

sented to you? 


Senator Frreuson. How do you know that? You said “should be;” 


delivered from warehouse stock. 
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Senator Frreuson. How do you know that? 
how do you know? 

Mr. Josrry. The function of a warehouse is to take care of emer- 
gencies, immediate orders, small orders, maintenance and repair 
orders. In other words, there is a breaking point in which certain 
types of orders should be taken by mills and certain types by ware- 
houses, 

We try to follow a pattern as set forth during 1950. I mean, we 
try to follow the same pattern of selling, as far as quantity orders 
are concerned. 

The CHatrman. Well, Mr. Jospey, we had a couple of small-busi- 
ness men on the stand yesterday, and one said he couldn’t get steel on 
a DO order and he lost a contract as a result of it. If he had come 
to your warehouse, could he have gotten steel ? 

Mr. Josrey. If he had a DO — and he was requesting steel that 
we handle, he would definitely be able to obtain material from us. 
Now, I’m just expressing my own opinion, but I think by and large 


the established warehouses are receiving their 85-percent quota, every 
single month. 


The Cuairman. They are? 

Mr. Josrry. I believe that they are definitely receiving their quotas 
every month. 

The CuatrMan. Is there any confusion about it? 

Mr. Josrry. No. I don’t think that there is any confusion as far 
as the amounts of steel that the warehouses are receiving. I think 
that, basically speaking, most of the warehouses are receiving their 
quotas and are receiving them every month. 

Senator Frrcuson. How large a business do you have? 

Mr. Josrry. You mean volume- or dollar-wise / 

Senator Frrauson. Volume, tons. 

Mr. Jospey. Our volume is probably 30 to 40 million dollars a year, 

Senator Frrcuson. You feel that all of the normal warehouses in 
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© Bithis area are getting their 85 percent ? 
" Mr. Josrey. I believe not only the warehouses in this area, but I 
h think the warehouses throughout the country, are receiving their 
‘ 885-percent allotment. 
: The Cuatrman. Who are your suppliers? 
y" Mr. Josrry. Our suppliers are the major mills. We do not purchase 
_ any material from hand mills or conversion mills, or any type like 
“Bthat. All of our steel comes from the major mills with which we have 
' Biong historical backgrounds. 
The Cuarrman. Do you ever sell any steel above the normal ware- 
“ house price ? 
Mr. Jospey. No. We have an established price and all our steel 
is sold at an established price that is published. 
‘The Cuamman. That's the ceiling? 
od. Mr. Josrey. Right. ’ tale: 
aq Lhe Cuamman. How do you explain the very widespread inability 
~” If small-business people to get steel 
re Mr. Jcospiy. We're te alking of two different types of steel. We're 
talking of warehouse that is supplying immediate and small orders, 
e“'|gainst production orders, The two are definitely in two different 
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The CHarrMan. Well, one of the businessmen in here yesterday had 
such a small business, I think he employed only from 7 to 14 men. 
Yet he could not get the steel. He was buying from warehouse, wasn’t 
he, Senator Ferguson ? 

Senator Frrauson. Yes. 

The CuarrMan. Perhaps he went to the wrong warehouse. 

Senator Frreuson. Do you know of any DO “orders that hav e not 
been filled ? 

Mr. Josrry. That’s a rather broad—— 

Senator Fercuson. I mean pertaining to you. 

Mr. Jospry. No. Any of the DO orders that came to us for ware- 
house quantities- 

Senator Frereuson. Were filled ? 

Mr. Josrry. To the best of my knowledge and belief, they have 
been filled. 

Governor Witi1ams. What do you call warehouse quantities? 

Mr. Jospey. A warehouse quantity would range from a few sheets 
to, in some cases, perhaps as high as 10 tons, depending upon whether 
we would deplete pur inventory by selling that 10 tons; so that, if 
a customer came in to buy one or two sheets, we would not be able to 
supply him. We would not take 20 thousand pounds and make deliv- 
ery of 20 thousand pounds. 

Governor Wii1aMs. Do you know of some instances for under 10 
tons that you didn’t fill? 

Mr. Josrey. No. Generally speaking, I think most of the DO orders 
that came in got preferential treatment. Our product is not like some 
warehouse that may have 15 or 20, may have a thousand items. Being 
in flat-roll products, we don’t carry as many items as a general steel 
warehouse would, 

Governor Wiiu1aMs. You changed your statement. You first said 
flat and you didn’t know of any DO orders that were denied. 

Mr. Jospry. For warehouse quantities, no. For warehouse quanti- 
ties of material that we had on our floor, I don’t know of any DO orders 
that were turned down. 

The CHARMAN. Specifically, from what mills do you get your steel, 
Mr. Jospey ? 

Mr. Jospey. We receive our stee] from Bethlehem Steel, Great 
Lakes Steel, Youngstown Sheet & Tube, Inman Steel, United States 
Steel, Jones & Laughlin, American Rolling Mill. 

The CHAmMaN. Where is your biggest ? You get them all about 
equal ? 

Mr. Jospry. I would say the distribution is fairly equal, and, for 
public record, I would prefer not to go any further. If it would add 
anything to the testimony, I w ould be glad to. 

The Cuamman. What’s the average ‘market price to the warehouse ! 

Mr. Jospry. I would say from 20 to about 25 percent. 

The CuHatrman. That is the amount—— 

Mr. Jospry. The gross. 

The CuarrmMan. The spread that must be absorbed by the buyer, 
because he wants to buy in small quantities or a particular kind of 
steel, rather than a large order; is that correct ? 

Mr. Josrry. That is right. 

The Cuamman. What were your inventories roughly before—— 
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Ir. Jospry. Let me express it in per day inventory, if I can. I 
would say that, before Korea, we would normally maintain a 30- to 
40-day inventory, and today we’re probably maintaining approxi- 
mately a 10-day inventory. An inventory as such. Our inventories 
are much smaller, but the material is continually coming in. 

The CuatrMan, Is it moving more rapidly? 

Mr. Jospey. No. We’ve worked the inventory down so that, instead 
of operating on a 30-day inventory, we’re operating on a 10-day in- 
ventory. If aman calls, we say we'll call as soon as it comes in. We 
have our order clerks keep a memo of the inquiries we receive, and 
then call the customers. 

The CuatrMan. You have a very new and modern plant ? 

Mr. Jospry. Yes, we do. 

The CuarrmMan. I’ve been told that that’s the most modern steel 
warehouse in the country. 

Mr. Jospry. I think we have a very modern—— 

The Cuamrman. You also are a member of both the OPA and NPA? 

Mr. Josrry. The OPA and the NPA Advisory Committee which 
meets tomorrow to discuss the CMP plan. 

The CuatrMan. What can you tell us about the gray market ? 

Mr. Jospry. I believe that the gray market originates from con- 
version, foreign steel and hand- mill operations, h: ind mills, basic ally 
speaking. 

My experience has been that the major mills have made an extended 
effort to try and control the distribution of their steel through estab- 
lished warehouses; and where they have heard of an established 
warehouse selling it at a high price, I think that they have made a 
diligent effort to investigate it, and if they find such is so, to cut 
them off. 

I think that perhaps in a limited number of cases, the speculative 
manufacturer may be interested in disposing of his inventory through 
the black market, because he can make more money in selling it 
through the black market than he can make on stampings or parts. 
I don’t think that that applies to the majority of the manufacturers, 
but I think there is a small segment of manufacturers who have been 
instrumental in causing this, by disposing of materials at a high 
price to some broker, who then turns around and again puts on his 
profit, and sells it at a high price. 

The Cuarrman, I realize in your business you might not want to 
testify publicly, but would you be willing to furnish information 
to us—— 

Mr. Josrry. I don’t really have anything that I think 

The CuHatrman. You know who some of these small manufacturers 
are, don’t you? 

Mr. Josrry. No. Actually what we do, there are so many rumors 
that float around today and we’re so busy that we try to pay atten- 
tion to our own operations. 

Senator Frrauson. You don’t really know, then, of a case of gray 
marketing or black marketing ? 

Mr. Jospry. No. We've been told, I can’t remember of any specific 
cases where certain manufacturers have purchased materi: al through 
a broker or some person who may have purchased it through a manu- 
facturer. There are ads in the paper all the time. You see ads in 
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the paper in which manufacturers sell at a price higher than the 
price established by the general freeze order. I think you can look 
up any paper throughout the country and you will see these ads 
where a manufacturer is selling steel. And he comes out and states 
that. I believe that he’s covered by a general freeze order, in which 
he’s not allowed to sell higher than the mill price, unless he sold 
material during the base period. 

Senator Frereuson. At a higher price? 

Mr. Josrry. That is right. If he has no base price, he’s supposed 
to write to Washington and have them set a price for the handling, 
over and above the price. I think any investigation of some of those 
ads might lead to the thing you are looking “for. 

Senator Frrcuson. That isn’t really a gray market, if it’s an estab- 
lished price. 

Mr. Josrry. If he sells it at the established price and doesn’t sell 
it ata higher price, that’s what I am saying. 

Senator Frreuson. He doesn’t advertise that he’s going-to sell it 
at a higher price? 

Mr. Jospry. He simply advertises the item. I.say if the price he 
is selling it at is a higher price than the standard price—— 

Senator Frereuson. Then it would be gray market. 

The Cuamman. You can’t give us any help on this gray market? 

Mr. Jospey. No, I don’t think I know of any specific cases where I’ve 
heard a lot of rumors, and you hear a lot of things about conversion 

steel and high-priced steel, but I am not in a position to point to any- 
one specific ally . 

The CuarrMan. I see. Thank you very much. 

Senator Frreuson. Thank you very much. 

The Cuarrman. Thank you, Mr. Jospey, for coming in. The com- 
mittee will adjourn until 8 p. m. tonight. 

(Whereupon the committee adjourned to 8 p. m. Monday, July 16, 
1951.) 


EVENING SESSION 


The Cuatrman. Is Mr. M. C. Thomas in the courtroom ? 

Mr. Tuomas. Yes, sir. 

The Cuarrman. Mr. Thomas, would you come around, please ? 

This is a subcommittee of the United States Senate Committee on 
Small Business, Mr. Thomas. Sit right down there, please. We are 
investigating steel short: ages, mi aterial shortages in general, and we 
would like to have you answer a few questions “here, if you will. Can 
you give us your name and address? First, I think as a witness you 
should be sworn. Would you stand up and hold up your right hand? 

Mr. Tuomas. There is one thing I would like to ask. “LT haven't 
had a chance to speak to a lawyer or anybody else. I don’t know 
what all this is about. I would just as soon before I start making 
statements and one thing and another. 

The CuHarrman. This is no criminal investigation. This is an in- 
vestigation of the Senate trying to find out the material situation. 

Mr. Tuomas. Well, the thing is slightly, hardly handled from my 
point of view. I own a business. You bring me out here under a 
pretense other than what I was brought here for, with no explanation, 
no anything. You call me or some one of your aides calls me, then 
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I would be more than happy tocome. I would have broken my bloody 
neck to get here. I don’t mind answering the questions. I would 
like to talk to a lawyer before I talk. 1 am more than happy to 
answer your questions. 

The Cuarrman. Allright. We are just asking you some questions. 
If there is any question that you feel would incriminate you—I don’t 
know that there is any, we haven't considered that angle of it—you 
have every right to refuse to answer. I hope you will refuse to 
answer if there is anything of that nature, but we are investigating 
the situation and we want to know what all the facts are. Now, 
would you hold your hand up, please ? 

(Whereupon the witness M. C. Thomas was sworn by the chairman.) 


STATEMENT OF M. C. THOMAS, M. C. THOMAS CO., NORWALK, CONN. 


The Cuarrman. Will you state your name, please? 

Mr. Tuomas. M. C. Thomas. Which address do you want, business 
or home or what, business address ¢ 

The Cuamman. Either one. 

Mr. Tuomas. That is 11 Commerce Street, Norwalk, Conn. 

The CuHatrman. Do you want to get a lawyer? We are perfectly 
willing if you want one. We are not trying to stop you from getting 
alawyer. We want to ask you some questions. 

Mr. Tuomas. I am sort of in a bad spot. I don’t know which way 
Iam going. If I go for a lawyer, I don’t know any lawyer in town. 
I am not about to take the first one that comes down the street, so you 
won't get anything out of me tonight. 

The Cuatrman. Why don’t we proceed here? If there is any ques- 
tion that you think requires legal advice—— 

Mr. Toomas. All right, on that basis I will go ahead. 

The CHamman. Well, will you tell us your business, please ? 

Mr. Tuomas. Yes. I ama manufacturer of industrial maintenance 
supplies such as wax, cleaners, metal cleaners, soaps, things of that 
type. 

The Cuamrman. Would you give us the name of your company ? 

Mr. Tuomas. M. C. Thomas Co., Inc., of the same address. 

The Caamman. How long has _ company been in existence? 

Mr. THomas. [am in my sixth yea 

The CuatrmMan. This is your own stteae ny ¢ 

Mr. Trromas. It is my own company; yes, sir. 

The Cuarrm an. Is it incorporated ? 

Mr. THomas. It is an incorporated concern. 

The Cuatrman. You have been with it during the life of the 
company ! ¢ 

Mr. Tuomas. That’s right. 

The Cuarman. What is your position with the company ? 

Mr. Tuomas. I am president of the company. 

The CuHairmMan. You have already stated the nature of your busi- 
ness. Does it also deal in materials? 

Mr. Tuomas. It also deals in chemicals and occasionally steel, 
though it hasn’t made any transactions to speak of in steel, other than 
sinall requests immediately to customers who locate them for us. In 
other words, you do not expect—let me put it this way. I am a 
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jobber of chemicals, but due to a shortage I have no chemicals, so I 
purchase, I have to purchase on the open market for both my own 
consumption and for customers’ use who are in dire need of it and 
come to me and ask me to locate it for them. 

The Cramman. So you are acting in that capacity as a broker? 

Mr. Tromas. Actually it is set up almost on the basis of a wander- 
ing purchasing agent for customers I have served in the past. In 
other words, I purchase no item in the open market until a customer 
has come to me and asked me to do so. 

The Cramman. I see; and does the initiative come from the cus- 
tomer ordinarily ? 

Mr. Tuomas. In some instances it doesn’t, no, because as I have 
gotten into it one thing has led to another, by word of mouth. 

The Cuarman. Have you made any sales of materials in this 
area ¢ 

Mr. Tuomas. Yes, I have. 

The CuarrMan. Will you tell us what some some of those sales are? 

Mr. Tuomas. I think, I am not sure whether I am correct on this 
item or not. It was sodium cyanide that was sold here. 

The CHarrmMan. Sodium cyanide, that is a chemical. How about 
metals ? 

Mr. Tuomas. There have been no metals sold. 

The CuarrmMan. No metals sold? 

Mr. Tuomas. I have sold none. There have been metals offered, 
but none have been sold. Wait a minute, I take that back, I am 
sorry, [ made a mistake. There was a small amount of metals sold 
through a customer in Norwalk I have an interest in, that is how my 
name was mentioned, but the M. C. Thomas Co. itself has sold no steel 
or metal in this area. 

The Cuarrman. What was this sale you referred to in Norwalk? 

Mr. Tuomas. It was a small steel sale that came out here. I don’t 
even know the concern. 

The Cuatrman. This was sold by whom? 

Mr. Tuomas. By one of my men. 

The Cuarrman. By one of your men working for you in your com- 
pany ? 

Mr. Tuomas. Yes. 

The CuarrmMan. Whose steel was it? 

Mr. Tuomas. Oh, it was picked up at the jobber, I suppose. 

The CuarrmMan. Had you made any other sales of material in this 
area ¢ 

Mr. Tuomas. By “this area” do you mean Detroit? 

The Cuarmman. I mean Detroit and Michigan. 

Mr. Tuomas. I wouldn’t want to answer that. I don’t know. Some- 
thing might have gone on at the office that I didn’t know anything 
about. If I had been let know ahead of schedule, I could have brought 
you a complete breakdown of everything that came into this area 
outside of the sodium cyanide because there are small deals of two 
and three hundred pounds that I don’t know anything about. I might 
have been out on the road or something of that nature. 

The Cuarrman. Are you selling this material as an individual or 
as a corporation ? 

Mr. Tuomas. As a corporation. 
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The Cuairman. Have you made any sales to individuals at all? 

Mr. Tuomas. Not in this area. 

The Cuarrman. Not in this area? 

Mr. Tuomas. No. 

The Carman. How much of a business have you done in selling 
material, locating it and selling it, how much of a business have you 
done in the last year ¢ 

Mr. Tuomas. In this area? 

The Cuatrrman. Around the country. 

Mr. Tuomas. I wouldn’t want to answer that because right now I 
don’t know. 

The CuHarrman. How about in this area? 

Mr. Tuomas. I couldn’t tell you. 

The CHairMan. Well, now, have there been no other materials 
involved in sales or offers made in this area ? 

Mr. Tuomas. There have been offers made. There is an offer pend- 
ing right now. 

The Cuairman. What business is that ? 

Mr. Tuomas. Nickel anodes. 

The CHarrMan. Nickel anodes? 

Mr. Tuomas. Nickel anodes. 

The Cuairman. I see. With whom is that offer pending? 

Mr. THomas. Advance Plating. 

The Cuamman. Advance Plating? Now, when you sell the steel or 
nickel what is your price ¢ 

Mr. Tuomas. Twelve percent market depending on—— 

The CuairMan. Ten or twelve percent of the market ? 

Mr. Tuomas. Yes, and for that 10 or 12 percent I pick up the 
material with my own trucks and pack it for shipment. 

The Cuatrman. Over what, the usual market 

Mr. Tuomas. The going market price in New York City or wher- 
ever it happens to be purchased. You see, sometimes I may locate 
it in Philadelphia, I may locate it in Boston; in fact, even right here 
in Detroit. 

The Cuatrman. Have you located much material here in Detroit? 

Mr. Tuomas. Not too much, but I have let some items through. 

The CuHarrMan. You have! 

Mr. Tuomas. Yes. 

The CHatrmMan. What sort of material have you found here in 
Detroit ? 

Mr. Tuomas. Nickel anodes. 

The CuarrMan. Nickel anodes here in Detroit? 

Mr. Tuomas. Yes. 

The Cuarmman. You found the nickel anodes here in Detroit and 
brought them East? 

Mr. Tuomas. Yes, for shipment in the East. 

The CuatrMan. for shipment in the East ? 

Mr. Tuomas. Yes. 

The Cuatrman. Where did you get them in Detroit ? 

Mr. THomas. Well, I would have to check the office for the name of 
the plant. 

The CHatrmMan. Was it from a firm or an individual? 

Mr. Tuomas. It was from an individual, but I believe he sold 
through a firm. 
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The Cuarrman. Was it a brokerage firm or 

Mr. Tuomas. No, it wasa going concern. I had never seen the firm. 
I never talked to them directly. 

The Cuatrman. Did you call him in Connecticut ? 

Mr. Tuomas. I sure did. 

The Cuamman. And he sold you some nickel ? 

Mr. Tuomas. Yes. 

The Cuarmman. How much did ‘you pay for it? 

Mr. Tuomas. I have to check on that. 

The Cirarrman. Will you give us an idea? 

Mr. Tuomas. Somewhere around $4. 

The Cuarrman. $44 

Mr. Tuomas. Yes. 

The CruamrMan. $4 per what? 

Mr. Tuomas. A pound. 

The CHarrMan. $48 pound? . 

Mr. Tuomas. Yes. 

The Cuarrman. Will you furnish the committee with the name of 
this man who sold you the anodes? 

Mr. Tuomas. Well, I couldn’t tell when you would get it. Well, 
I tell you the best thing to do is give me a little spare time, I will get 
up some notes and facts and I could send them over to you. I feel 
I am perfectly in the clear. I would be glad to furnish it to you. 

The Cuarrman. You would? 

Mr. Tromas. I certainly would, because as I say, I only take what 
I consider my legitimate mark-up in order to keep myself in business, 
and if you want the information, you want it bad enough, I might 
as well get it, and I might as well give it to you, but you ‘would have 
to give me a little time. 

The Cuarmman. When do you suppose you could furnish us with 
the information ¢ 

Mr. Tuomas. Well, I would have to go back to Norwalk and get out 
all the records. 

The Cuairman. Don’t ‘you know the name of this fellow in Detroit? 

Mr. Tuomas. No. You see, I have people in my office who make 
a lot of these deals and for instance I may have a girl in the office 
handling it. 

Is all of this necessary ? 

The Cuarman. No; I think we have had enough. That is enough. 

Do you mean to say you turn loose a girl in the office to buy nickel 
at $4 a pound? 

Mr. Tromas. She is buying against a specified order. As I ex- 
plained to you, we do not buy anything at all unless I get a specified 
order for it. 

The Cramman. You said you had an order from the Advance 
Plating Co.; is that right? 

Mr. Trroatas. Well, I haven’t an order now. There is a possibility 
if he wants the material, I am ready to locate it for him and when 
he is ready to make up his mind whether he can use the material or 
whether he can’t. I have no order for the material that he wants. 
He took in three sample anodes for test and I brought them out here 
myself. In fact, that is how I found out I was coming here. 

The Cuamman. Is this nickel—did you obtain that nickel in 
Detroit ? 
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Mr. Tuomas. No, I didn’t. Some of it was obtained in Jersey and 
some in Connecticut. I brought out three sample anodes for which 
he gave me a purchase order : after I left. 

The Cramman. Where did you get the nickel that you are selling 
to him ?¢ 

Mr. Tuomas. I haven’t got it yet. 

The Cuamman. You don’t have it yet ? 

Mr. Tuomas. No; I told you I don’t stock any, I don’t stock a pound 
of anything. In other words, it boils down to this, if you want that 
lamp over there I manage to get together someway or another through 
someone who recommended that you call me through the ad in the 
Journal of Commerce. You say, “Mr. Thomas, I want a lamp like 
that.” When I get your purchase order I go out and try to get it for 
you. 

The Cuamrman. Do you advertise in the Journal of Commerce ? 

Mr. Tuomas. We all do. 

The Cuatrman. What do you mean by “we”? 

Mr. Tuomas. Anybody in the business buys materials out of that, 
and I buy out of that for my own consumption. 

The Cuairman. I see. Well, you said, however, that you do know 
where this nickel is coming from. Assuming that is Advance Plating 
business, is it ? 

Mr. Tuomas. No, I don’t. I didn’t say that. 

The Cuamman. You didn’t say Connecticut ? 

Mr. THomas. No, I said I got a sample out of Connecticut. He 
wanted to run tests on two different types of purities. It comes 99- 
plus or 98-plus. 

The Cuairman. Those are samples of the material you were going 
to furnish him? 

Mr. Tuomas. Furnish him, that’s right, but if he can use after his 
findings—in other words, the three types are roller, polarized, and he 
claims that is all he can use. 

The Cuarrman. I see. 

Mr. Tuomas. So I brought out these samples, two of them 98-plus 
and one at 99-plus, so he could try it to see if he could use them. That 
is a sample of the shipment that went out into Connecticut. 

The Cuatrman. That went into Connecticut ? 

Mr. Tuomas. That’s right, bought in New York. 

The CuatrmMan. I see. Would you tell us who in New York shipped 
in? 

Mr. Tuomas. No. 

The Cuatrman. Don’t you know? 

Mr. Tuomas. I would have to check with the office. In fact, I 
happened to be at the particular time on Long Island and came out 
here on a very fast trip. My bag is always in my car and I was in an 
airplane, in fact. 

The CuarrmMan. You were in a hurry, is that right ? 

Mr. Tuomas. In fact, about 7 days a week I am on the road, so as 
you know I was called in a matter of a hurry today to get out here. 

The Cuarrman. I see. You say this nickel was shipped from New 
York to Connecticut, is that right, and it is there now? 

Mr. Tromas. The customer has it. 

The Cratrman. The customer has it? 

Mr. Tsomas. Yes. 
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The Cuatrrman. Now, you mean Advance Plating has it? 

Mr. Tuomas. No, I have no order for Advance Plating. I haven’t 
bought a pound of anything for Advance Plating except the three 
samples. 

The Cuarrman. What I am trying to get at, Mr. Thomas, is this: 
You have a sample for them to test; that must have been a sample of 
a shipment which would be—— 

Mr. Tuomas. It is a sample that represents 98 percent and 99 per- 
cent. 

The Crarrman. I see. Well, that must have been from a shipment 
of nickel of some sort, or why would they be testing it? Wasn't that 
a sample that you were to furnish them ? 

Mr. Tuomas. No, the idea was they claimed they couldn’t use in 
the baths anything but rolled or polarized which they can’t get. I 
suggested that he try this. He didn’t want to try it until he could get 
some samples to run through tests. I brought them out. He took 
two of them, put them in his own lab there in the factory. He chopped 
off a chunk and took it to some testing lab in downtown Detroit to see 
whether or not he could use it. 

The Cuatrman. How much was that price? 

Mr. Tuomas. $4.50 a pound. 

The CuarrMan. $4.50 a pound? 

Mr. Tuomas. That’s right. 

The Cuarrman. And who was the customer in Connecticut ? 

Mr. Tuomas. That I am not sure. I would have to check. 

The CHarrman. Will you save us the trouble of subpenaing your 
records ? 

Mr. Tuomas. I told you if you tell me what you want, I am more 
than happy to go back and bring in the complete records. 

The CHarrMaNn. That is fine, “Mr. Thomas. We are trying to find 
out how metal is moving in the country, where it is, and what prices. 
The hardest thing is to find out where it is coming from. If you find 
out, I would like to know. 

Mr. Tuomas. I would like to know myself. 

The Cuarrman. Perhaps we could tell you. 

Mr. Tuomas. An endless chain. 

The Cuarrman. An endless chain? 

Mr. Tuomas. I bought chemicals before where I have been able 
eventually to rule out about three or four people on the way and get 
it for my customer cheaper. ‘This is one I have never been successful 
with. 

The Cuarrman. Is there a ring in New York handling this? 

Mr. Tuomas. That I couldn’t say. 

The Cuarrman. You must know with whom you do business‘ 

Mr. Tuomas. Yes, but we are usually confronted with a man who 
acts as an agent for somebody, and very seldom do you ever get to see 
the man who really has the material. In fact, I bought material two 
or three times in various places and my truck < gone to the ware- 
houses to pick it up. I haven’t seen anybody. Pay for it spot cash, 
that’s it 

The CuarrmMan. You are sort of trading on the edge of this endless 
chain; is that the idea? 

Mr. Tuomas. Yes. 
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The Cuarman. Well, now, a man who knows his way around, as 
you seem to, certainly knows who his contacts are. You find out 
where the stuff is; can you give us some of those contacts 4 

Mr. Tuomas. I will give you the complete record of the whole 
thing. In other words, ‘I will take ev ery deal that concerns you and 
bring it down for you, let you know where it came from and from 
then on it is in your hands. 

The Cuairman. Allright. Now, will you tell us where you got this 
particular shipment of nickel? 

Mr. Tuomas. All I know is that part of it came out of Connecticut 
and part of it came out of Jersey. That is all I know about it. You 
see, when we are looking for material for a customer 

The Cuamman. How do you look, that is the thing? 

Mr. Tuomas. We use the Journal of Commerce metal market. We 
run an ad for material such as—you have seen the newspaper / 

The Cuatrman. Yes, I certainly have. 

Mr. Tuomas. Then you have seen all the ads in it. Send an ad 
through. You want to know who it is got the material, and who 
is going to check it, such and such a specification. If so, you mail a 
check out that night; the next day you probably get the stuff. 

The Cuatrman. Where do you mail the check ? 

Mr. Tuomas. To the man’s office. 

The Cuairman. Who would the man be? 

Mr. Tuomas. It is not one individual, a person, that may be any- 
where from 50 to 100 people. 

The CuarrMan. Well, you mean that you are dealing with 50 or 
100 different people ? 

Mr. Tuomas. That’s right. 

The CHarrman. In New York, and they are all dealing in materials? 

Mr. Tuomas. All dealing in materials. You know; you have seen 
the ads in the Journal of Commerce. 

The Cuamman. Yes. You see, that is one reason we are so inter- 
ested in talking to you tonight. We are getting into this general 
picture. 

Mr. Tuomas. It is not too hard. You get post cards; you get calls 
collect. 

The CHamman. You get calls collect from people who say, “We have 
material; would you like to purchase it from us”? 

Mr. Tuomas. That’s right. 

The Cuarrman. What is your information as to where this material 
comes from? 

Mr. Tuomas. Well, it is kind of hard to say because it comes from— 
if you are referring to chemicals, some little comes from abroad. 

The CHarrMan. Some little comes from abroad? Do you consider 
nickel a chemical ? 

Mr. Tuomas. No. I said if you are referring to an order of 
chemicals or to anodes. 

The Cuarrman. Oh, I see. 

Mr. Tuomas. I didn’t know which you were referring to. Some 
comes from abroad. I have had orders offered from abroad. 

The CHatrMaANn. You have had? 

Mr. Tuomas. I have had; yes. 
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The CrarrmMan. You are cognizant of the fact that the United 
States is shipping a certain amount of metal abroad through the 
Marshall plan, which those countries abroad pay for with our dollars? 

Mr. ‘Tuomas. I have been over there in Europe. 

The Cuairman. And you feel that a considerable amount of this 
material is moving on the market and comes from foreign sources, 
do you? 

Mr. Tuomas. Well, I couldn’t say where it comes from over there. 

The CHairMan. These anodes furnished the Advance Plating 
Co.—— 

Mr. Tuomas. Are you talking about the three ? 

The CHamrman. Yes. 

Mr. Tuomas. The three anodes ? 

The Cuamman. Yes. 

Mr. Tuomas. Two of them, I believe, came from Connecticut and 
one through Norwalk. 

The Cuamman. Will you tell us where in Connecticut ? 

Mr. Tuomas. I can’t,asI told you. I arrived here 

The CHairman. But yow know who you were dealing with, don’t 
you ¢ 

Mr. Tuomas. No. My office arranged for the shipment. The 
material was put on air express—one from La Guardia, one from 
Norwalk, and I picked them up out here—air express. In fact, I 
wouldn’t be surprised if I have somewhere on my person the papers 
on it. I will have to find it for you later. 

The Cuatrman. We would like to have you furnish, if you will, 
your records in connection with this deal. It is very pertinent to 
what we are going into. 

Mr. Tuomas. I would be more than happy to do that. Where do 
you want it from, all over the country, every sale that I made? 

The Cuarrman. Well, I will tell you what; we would like to send 
one of our investigators up to your place. That would be better than 
pulling all your records out. 

Mr. THomas. And sit down and go over them with him? 

The Cnatrman. Will you do that? 

Mr. Tuomas. More than happy. Let me know when he is coming 
and I will be sure to be there. 

The Cuairman. You are paying $4.50 a pound in nickel? 

Mr. Tuomas. No: I sell it for $4.50. 

‘The CuatrMan. How much do you pay for it? 

M*. Tuomas. $4, $4.10, $4.50, $4.20. 

The CHarrman. How does that compare with the pre-Korean price; 
do you know ? 

Mr. Tuomas. I understand it is a far cry from it. 

The CuatrmMan. That is what I have heard, too. Do you know 
how much it was? 

Mr. Tuomas. I haven’t the vaguest idea. I don’t know. I think 
it is a matter of $1.75. 

The CnarrmMan. Seventy-five cents a 

Mr. Tiuomas. Either $1.75 or 75 cents. 

The Cramman What is the current price for nickel that is pur- 
chesed directly from—— 

Mr. Tuomas. I don’t know. I haven’t the vaguest idea. I will 
find out. 
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The CrramrMan. It is in the area of 75 cents or $1.75 ? 

Mr. Tuomas. I think so. 

The Cuatrman. And you have to pay $4, roughly $4, and you sell 
it for $4.50? 

Mr. THomas. We pay anywhere from $4 to $4.10. I sell it for 
$4.50. Ihave had it offered to me as high as $5.50. 

The CHatrM an, $5.50? 

Mr. Tomas, Yes. 

The Cuarrman. So there is a market in nickel in New York ranging 
from 54 to $5.50 ¢ 

Mr. Tuomas. Yes. 

The CHatrmMan. What you have dealt with is 50 to 1V0 different 
people ¢ 

Mr. Tuomas. I wouldn’t say all on one chain. I don’t know how 
many are in back of it. 

The Cuarrman. Now, you refer to it as a chain? 

Mr. Tuomas. We refer to it usually that way because it will pass 
through usually two or three or four hands. That goes for chemicals, 
too, before it gets to you. Unless you can—on some of them where we 
have been able to get imported chemicals directly from one source. 

The Cuamman. Are these chemicals all imported or these materials 
all imported ¢ 

Mr. Tuomas. Chemicals, a good percentage of it has been in the 
past. 

The Cuarrman. They have ? 

Mr. Tromas. Yes. 

The CuarrmMan. You say you picked up some nickel in Detroit. Is 
that $4 a pound / 

Mr. Tuomas. It was either $4 a pound or $4.15 a pound. 

The Cuairman. From whom did you buy that ¢ 

Mr. Tuomas. I told you I don’t know. IT haven’t checked the office. 

The CuatrmMan. But you think that was from a—— 

Mr. Tuomas. I think it’s somebody that apparently bought it and 
then after he got it couldn’t use it, sold it out. Now, whether he sold 
it out at what it cost him or took a mark-up on it, | don’t know. 

The CuatrMan. How do these prices jibe with the OPS regula- 
tions, are they under any regulations ¢ 

Mr. Tuomas. I understand there are no regulations on the finished 
amount, but I understand there is on scrap nickel. 

The Cuairman. How much is it selling for, do you know ? 

Mr. Tuomas. I think that is somewhere around 48 or 49 cents, I 
wouldn't swear to it, I don’t deal with it. 

The CuarrmMan. You don’t deal—— 

Mr. ‘Tuomas. I don’t deal in any scrap nickel at all, I wouldn’t 
touch it. 

The Cuatrman. Your feeling is that if you dealt in something that 
had a ceiling on it, that would be black market and illegitimate ? 

Mr. Tromas. That's right, definitely. 

The Cuatrrman. But since there is no ceiling on anodes, you can 
charge whatever you please / 

Mr. Tuomas. As long as I take a legitimate profit in my business, 
1 think I’m within my rights. : 
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The Cuarrman. How many people are taking the legitimate mark- 
up on the chain on the way up? 

Mr. Tuomas. If I’m short of materials, and I’ve got to get it, what 
am I supposed to do, close my business ? 

The Cuatrman. No; I wasn’t suggesting that, I was merely asking. 
You see, one of the phases of this investigation, Mr. Thomas, is the 
plight the small-business man finds himself in when he is stuck for 
materials. 

Mr. Tuomas. I know, I have been in that position. 

The CHarnmMan. You have been in that position yourself? 

Mr. Tuomas. Yes; I think I have been with certain products at 
certain times. 

The CuHarrmMan. You seem to be pretty successful. 

Mr. Tuomas. Just because I might find prices I can’t stand. 

The Cuarrman. You mean you can’t stand the prices you would 
have to pay ? 

Mr. Panis That’s right. You forget that my business isn’t 
6 years old, Judge; and when I started out jobbing chemicals, just 
about a year ago, it was then the shortage came on, and when I started 
a job I started manufacturing, and it was about 60 days when the 
boom came back and I had to stop because I was shut off by my sup- 
pliers, but older people in the business still got their supplies. 

The Cuarrman. Therefore, you went into the high-price business: 
is that right? 

Mr. Tuomas. That’s right, to do something to keep my business. 

The Cuatrman. All these purchases are made by your company or 
by yourself? 

Mr. Tuomas. By the company. 

The Cuatrman. So the books of your company will show all the 
purchases you made? 

Mr. Tuomas. That’s right; in fact, it wouldn’t take your man more 
than 15 minutes to get the information because I have kept an accu- 
‘ate record. 

The Cuatrman. You do have invoices of this stuff, do you? 

Mr. Tuomas. Yes; I do. 

The CuarrMan. So that will show where it came from? 

Mr. THomas. Yes; where we don’t have the invoice, we have the 
name of the man that received the check. 

The Cuamman. You do? 

Mr. Tuomas. Yes; we do. 

The Cuamman. Now, how many people do you have working for 
you, Mr. Thomas? 

Mr. Tuomas. About 10 people. 

The Cuatrman. About 10 people? 

Mr. Tuomas. Yes. 

The Cuatrman. Have you found buying and selling material more 
profitable than your own business? 

Mr. Tuomas. I can’t say that on a 10- and 12-percent mark-up it is 
terribly profitable. 

The CuarrmMan. I mean in net there is a great demand for mate- 
rial now. 

Mr. Tuomas. Yes; but as you go into it, it’s sometimes quite diffi- 
cult. It is more profitable sitting down here. 
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The Cuarrman. You have shown some signs of wanting to help us 
find what this is all about. 

Mr. Tuomas. I'll let you go through my records. It’s perfectly 
up to you. 

The Cratrman. That’s fine. Well, I'll tell you what I think we 
ought to do, Mr. Thomas, as the method: I’d like to have one of the 
men working with the committee, Mr. Noone, go back with you and 
look over this, if you don’t object. We want to find out the source 
of this stuff, that is our main problem. We want to find out where 
it’s coming from and how it gets there and how the prices get so high 
because there are a great many small-business men in the same position 
you are in. They have to pay the market price, way over the price 
normally. Is that O. K. with you? 

Mr. Tromas. That will be satisfactory. 

The Cuatrman, Now, can you tell us, Mr. Thomas, to whom you 
have been making your sales in this area 

Mr. Tuomas. Ford. 

The Cuatrman. Ford? 

Mr. Tuomas. Yes. 

The Cuatrman. What have you sold to Ford? 

Mr. Tuomas. Cyanide. 

The Cuatrman. Cyanide? 

Mr. THomas. Yes. Don’t hold me to whether it’s the exact material, 
but I think it is cyanide. 

The Cuarrman. At what exact figure? 

Mr. Tuomas. I couldn’t tell you. 

The Cuarrman. At a sharply advanced price over the general 
market ? 

Mr. Tuomas, Oh, I think it probably ran, as I recall, half or three- 
quarters, 

The Cuarrman. Half or three-quarters? 

Mr. Tuomas. Again as much, 

The Cuarrman. I see. 

Mr. Tuomas. That will all come out in the record. That record will 
also show exactly what we paid for it. 

The CuatrmMan. That’s fine. Will it show your sources? 

Mr. Tuomas. Yes, sir. 

The Cuatrman. Have you sold any other large companies? 

Mr. Tuomas. Sure, General Electric. 

The Cuarrman. General Electric, what have you sold there? 

Mr. Tuomas. All kinds of things. 

The Cuarrman, All kinds of things like what? 

Mr. Tuomas. Any chemicals that they come to me and ask me to 
get. : : 

The Cuairman. General Electric has come to you to get chemicals 
for them? 

Mr. Tromas. Yes, sir. 

The Cuamman. Are you a well-known broker in this sort of thing ? 

Mr. Tuomas. No; but I am well known to them because I’m one 
of their biggest customers in my material. ; 

The CuarrmMan, The position you take is that you are just an active 
fellow who knows how to get it and you get it, and earn your living 
at it; is that right? 

Mr. Tuomas. That is right. 
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The Cuamman. Have you sold General Electric any nickel? 

Mr. THomas. Yes. 

The CHamman. How much do you charge General Electric for 
nickel ? 

Mr. Tuomas. The same as anybody else. 

The Crairman. Four and a half? 

Mr. Tuomas. That’s right; anywhere from $4 to $4.50. 

The Cuamman. How much nickel did you sell General Electric? 

Mr. Tuomas. | couldn’t tell you; the record will show it. 

The Cuarrman. Is it a large amount ? 

Mr. Tuomas. Around 10,000 pounds or something. 

The Cuairnman. Around 10,000 pounds ? 

Mr. Tuomas. I don’t know whether that is the exact figure or not; 
I don’t want to be held to it. 

The CHarMan. So, you make a profit running into the thousands 
of dollars every time you turn over a major sale ? 

Mr. Tuomas. Yes. 

The Cuairman. When did you start doing this ? 

Mr. Tuomas. About a year ago. 

The Cuairman. About a year ago? 

Mr. Tuomas. Yes. 

The Cuarrman. Do you mind telling us how much income you paid 
tax on last year ¢ P 

Mr. Tuomas. I couldn't tell you the amount. 

The Cuatrman. I was just wondering how much—— 

Mr. Tuomas. I’m not getting rich, if that’s what you mean. 

The Cuamman. I was wondering if you were. 

Mr. Tuomas. No; I am not. 

The Cuarman. There’s no law against getting rich. 

Mr. Tuomas. I don’t know about that, either; but I’m not getting 
rich, 

The Cuarrman. Did you make any material contacts with foreign 
countries / 

Mr. Tuomas. Yes; I did. 

The Cuarrman. How many were there / 

Mr. Tuomas. France and Belgium, Germany. 

The CHairman. France, Belgium, Germany ? 

Mr. Tuomas. Yes. 

The Cuairman. What sort of materials were involved ? 

Mr. Tuomas. Oh, trichlorethylene, caustic soda. 

The Cuarmman. What was the first one? 

Mr. Tuomas. Trichlorethylene. 

The Cuarrman. Trichlorethylene and what else? 

Mr. Tuomas. Caustic soda. 

The Cuarmman. Will you speak up just a little? Trichlorethyl- 
ene and caustic soda, and what else / 

Mr. Tuomas. Solid caustic. 

The Cratrman. Solid caustic. How about metal; did you make 

metal contact ? 

Mr. Tuomas. No. 

The Cuarrman. Don’t you have any idea where these metals are 
coming from? 


Mr. Tuomas. No. 
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The Cuamman. Well, I think you can be of considerable help to 
this committee, Mr. Thomas, in making your records known to us. 

Mr. Tuomas. I’m going to put myself right out of the buying 
market in New York, “because I won't be able to get 10 cents’ worth 
after you get through with it; but I'll see that you get the records. 

The Cuamman. Why do you think you ‘ll be out of the buying 
market ¢ 

Mr. Tuomas. Because, once they find out that information was 
handed out by me, I won't be able to get any more out of them. 

The Cuamrman. It wasn’t exactly “handed out” by you. 

Mr. Tuomas. Let’s call it extracted; just say it was extracted. 

The Cuamman. That’s right. Who are the people in New York 
you deal with who will blacklist you ? 

Mr. Tuomas. You'd be surprised how fast it would get around the 
New York market. 

The Cuairnman. You mean they can read it? 

Mr. Tuomas. I believe so; some of them have a little trouble 
talking. 

The Cuarrman. Is that so? 

Mr. Tuomas. Yes. 

The CnamMan. Why is that? 

Mr. Tuomas. They don’t speak very good English. 

The Cuamman. Are those the people who advertise in the Journal 
of Commerce ¢ 

Mr. ‘Tuomas. Well, if you subpena all of them, I think you’ll get 
most of your answers. 

The Cuamman. Can’t you remember the names of any of these 
people? 

Mr. Troomas. It will all come out in the record. Half of them I 
don’t know other than by their first names. In doing business with 
people like that, it isn’t like doing business with Chrysler or Ford. 
You have only one thing in mind : The consignment of material to 
your customers, and the rest you're not interested in. 

The Cuamman. Where is the material itself / 

Mr. Tuomas. In New York and New Jersey 

The Cuamman. Do your records show from what warehouses you 
pick it up? | 

Mr. Tuomas. Yes; pretty much so. Then there is some material 
shipped into common warehouses, common carriers. 

The Cuarmnan. Is it your feeling the racketeers hold any of this 
material ? , 

Mr. Tuomas. Well, I wouldn’t be able to say on that. 

The CuarrmMan. Are you afraid to answer that question ? 

Mr. Tuomas. No: I’m not afraid. 

The CuarrmMan. You’re not afraid? 

Mr. Tuomas. But I don’t know them enough to know whether they 
are or not. As I said before, I don’t know any more than talking to 
these people on the telephone. 

The Cuarrman. You read the want ads in the morning and pick 
up the telephone and call ? 

Mr. Tromas. I run an ad myself. 

The Cuamman. That’s your system. You advertise through the 
Journal of Commerce; is that right / 





210 SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 


Mr. Tromas. Sometimes by word of mouth, also; and you hear and 
then call. Some of them I never heard of. 

The Cuarrman. Where do you get this word-of-mouth information 
that you mentioned ? 

Mr. Tuomas. They call up on the phone. They say, “I’ve got such 
and such material.’ 

The Cuarrman. Would you like some, is that right? 

Mr. Tuomas. That’s right. 

The Cuarrman. Do you know any place in particular where they 
meet when you go to see them / 

Mr. Tuomas. I don’t see them. 

The Cuamrman. You just don’t see them ? 

Mr. Tuomas. I don’t go near them. Why should I run to New 
York, 45 miles, when I can do it over the telephone. I have enough 
work contacting my customers other than chasing after a bunch of 
clients when I can do it well enough in my office. 

The CHarrman. Can you hear that, Clerk ? 

Mr. THomas. As long is the other witnesses are coming in, how 
about letting me out of here? 

The CHarrmMan. Haven't you had any dinner ? 

Mr. Tuomas. No, I haven't. 

The Carman. Yes. Do these people require cash or checks? 
How do you handle it? 

Mr. Tuomas. Both. 

The Cuatrman. All right. I think that you’ve told us—do you 
pay them cash over the telephone ? 

Mr. Tuomas. No; I send somebody with it. 

The Cuarmrman. You never go yourself? 

Mr. Tuomas. No. 

The Cuatrrman. Who do you send ? 

Mr. Tuomas. I might send one of the girls in the office. 

The Cuarrman. Where do they go? 

Mr. Tuomas. They might come to the plant for it. 

The Cuamman. Why don’t you ever see them yourself ? 

Mr. Tuomas. Because I’m too busy with other things. When I’m on 
the road, I’m on practically 7 days a week, and when I get back, all 
I know is someone has bought something that’s been sold over the 
‘phone. 

The Cuarrman. You have seven peop]2 in your plant working on it? 

Mr. Tuomas. No, not all of them. Ajter all, I have other things i in 
my regular business. 

The CuatrmMan. Your regular business is operating, it hasn’t been 
driven out by high prices? 

Mr. Tuomas. It’s not making any profit, let’s put it that way. It 
doesn’t carry me over. 

The Cramman. I see. In your local negotiations here have you 
told anybody that this material or part of it came from racketeers or 
was handled by racketeers? 

Mr. Tuomas. On some of this nickel, I believe the word has gotten 
back to me that it has been. 

The Carman. It has been handled by racketeers ? 

Mr. Tromas. Yes. 

The Cuamman. Would you mind telling us how the word got back 
to you? 
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Mr. Tuomas. Well, from boys of mine who have seen the people 
given money, the checks. 

The Cuairman. You will furnish the names of those people? 

Mr. Tuomas. When you get the complete breakdown, you’ll know 
where the material came from, where it went, what it was bought for, 
and what it was sold for. That will answer all your questions con- 
cerning my business. 

The CuHatrman. Now, you say some of these people can’t speak very 
good English ¢ 

Mr. Tuomas. That’s right. How do I know that? By talking on 
the telephone. 

The Cuamman. What sort of accent do they have ? 

Mr. Tuomas. I’m not a linguist, so 1’m not too sure. 

The Cuatrman. But you have had information that part of this 
market in materials is being handled by racketeers ? 

Mr. Tuomas. They appeared as such to the people who saw them. 

The Cuamman. Anyone known to you as a racketeer ¢ 

Mr. Tuomas. I don’t know racketeers, it’s a little out of my class. 

The Cuarrman. You don’t have racketeer friends. You said word 

‘ame to you that they were racketeers, can you tell us about that? 

Mr. Tuomas. No, I haven’t seen the people, I don’t know them. I’m 
not accusing any body other than the facts which have been said to me. 

The Cuarman. Why do you hold yourself so aloof? You send girls 
in your office with the money? 

Mr. Tuomas. I just got through explaining that to you. I cover the 
eastern seaboard and the Middle W est, I sure haven’t got time to keep 
tearing down to New York every day. I have a man in my businéss 
that runs the business and takes care of the office in general. 

The Cuarrman. What is his name? 

Mr. Tuomas. Mr. Gietz. 

The Cuarrman. All right. When do you plan to go back there? 

Mr. Tuomas. If I’m going to get out, I might as well get out some 
time tomorrow, other than the fact I don’t know what this man is 
going to do, whether they’re going to continue on or what, and as soon 
as I find that out—— 

The CuarrmMan. If you wait a few minutes, you may hear about that. 

Mr. Tuomas. If this gentleman wants me, I’ll be at the Whittier 
here in Detroit. 

The Cuarrman. You'll be staying at the Whittier Hotel here in 
Detroit? 

Mr. Tuomas. Yes, I will. 

Mr. Noone. What time? 

Mr. Tuomas. I’m staying there until I hear from you in the morn- 
ing. Inthe meantime, I’ll try to get a few facts for you. 

Mr. Noone. Do you have those records available, drawn up at the 
present time, ready for examination ? 

Mr. Pied I can get them out to you within about a half hour to 
an hour. 

Mr. Noone. By that do you mean you have the invoices there? 
You can show me where you purchased the materials, where you sold 
it, and so forth ? 

Mr. Tuomas. You can figure on spending tomorrow afternoon and 
going out either tomorrow night or the following morning. You'll 
have it all then. 
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Mr. Noonr. Good enough. 

Mr. Tuomas. There is one thing I'd like to ask, who is going to pay 
for the gad-about ? 

The Cuarrman. The marshal. All right, Mr. Thomas, do you 
want to sit down there and listen, or would you like to go out and get 
your dinner ¢ 

Mr. Tuomas, I'll sit through a witness or two. 

The CuHarrMan. All right. 

Mr. Lone. Right up here, Mr. Baur. 

The Cuairman. Mr. Baur, will you come up here, please. 


STATEMENT OF BERNARD M. BAUR, ADVANCE PLATING, 
DETROIT, MICH. 


The Carman. Will you state your name, please ? 

Mr. Baur. Bernard M. Baur. 

The Cuamman. And the name of your company ? 

Mr. Baur. Advance Plating. 

The Cuairman. What is your company’s product? 

Mr. Baur. We process automobile parts, make the finish, chrome, 
bumpers. 

The CuatrmMan. How large a business is it? 

Mr. Baur. We handle 38,000 square feet. 

The Cuarrman. How many employees do you have? 

Mr. Baur. We are employing now about 70. We ordinarily employ 
about 150. 

The CHarrmMan. I see. You have had to reduce your payroll by 
more than half since Korea ¢ 

Mr. Baur. That's right, and we’ve closed one plant. 

The CuatrmMan. And you have closed one plant? 

Mr. Baur. Completely; yes. 

The Caiman. Why did you close the plant? 

Mr. Baur. Lack of supplies. 

The CuarrMan. I see: you found it very diffieult—— 

Mr. Baur. To get nickel; yes. 

The Cnamman. Will you tell us something about your efforts to 
get nickel? First, from whom do you usually buy your nickel ? 

Mr. Baur. Udylite Corp. is where we bought 95 percent of it, 
located on Grand Boulevard East. 

The CuarrMan. Here in Detroit? 

Mr. Baur. Yes, sir. 

The Cuarrman. I see. Now, have they been willing to furnish 
you with your usual supply of nickel? 

Mr. Baur. Well, they have cut us back. We appealed to the NPA; 
we went to Washington and saw several people there, Mr. Larson 
Haley, who is head of the Nickel Division. 

The Cuarrman. So you sent the demand in? 

Mr. Baur. That’s right. 

The Cuairman. How else did you appeal to get nickel ? 

Mr. Baur. We appealed to Udylite and they said unless we could 
get their quota enlarged they could do nothing for us. 

The CHamMan. Did you try to get their quota enlarged ? 

Mr. Baur. Yes, sir. 

The CuatrmMan. What sort of a quota was it? 
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Mr. Baur. We were taking over a basic period of 6 months in the 
last part of 1950 and we had a 100-day Chrysler strike, and we had a 
2-week strike ourselves, and that cut our basic period to 50 percent, 
so it cut us down in the last 2 months to about 2,000 minimum and we 
need 13,500 to operate. We're now on the verge of closing the plant. 

The CHarrman. One of the things you want to do is to have your 
quota, not the Udylite quota but your quota, increased ? 

Mr. Baur. Either one or the other. If I got their quota increased, 
naturally that would increase mine, and they said it was the only legal 
way they thought it could be done. 

The Carman. I see. So, being delayed in getting your quota 
increased and not being able to get enough nickel to keep } your plant 
going, you then went elsewhere ‘to get your nickel; is that the idea? 

Mr. Baur. No, sir; we were given several names of people that sup- 
posedly had nickel. 

The Cuarrman. Who gave you the names? 

Mr. Baur. My son would be familiar with that: he called my atten- 
tion to the fact that there were several dealers, and he contacted one. 

The Cuarrman. Who was that ? 

Mr. Baur. That was M. C. Thomas, Norwalk, Conn. 

The CHarrmMan. I see. Who gave your son Mr. Thomas’ name, 
do you know ¢ 

Mr. Baur. I do not, sir. He could tell you very easily. But, sub- 
sequently, I think, he called there, and someone from his office called 
my office back. 

The CuarrmMan. From the Thomas office ? 

Mr. Baur. That’s right, sir. 

The Cuarrman. Mr. Thomas? 

Mr. Baur. I don’t know whether it was or not. I wasn’t there. I 
talked to my son, and I believe I was in Washington at the time trying 
to get the nickel, and they referred him to me in Washington, at the 
Statler Hotel. Mr. Thomas himself talked to me from Norwalk. 

The CHatrman. Mr. Thomas called you in Washington ? 

Mr. Baur. That’s right, sir. 

The Cuatrman. What did he tell you? 

Mr. Baur. He told me at that time he had 4,000 pounds of rolled 
polarized anodes available. 

The Cuatrman. Did he say where he got it ? 

Mr. Baur. He did not, sir. I asked him. He said he would guar- 
antee the metal content of the anodes; they were polarized and they 
were rolled. 

The CHarmman. I see. 

Mr. Baur. Then, I told him 4,000 would be some relief, not knowing 
the price, and then he said, “Well, then, he could get me a lot of 25,000 
pounds that he knew of and later a 20,000-pound lot.” 

The CuarrmMan. So he offered you 49,000 pounds? 

Mr. Baur. That’s right, but the catch was it was four-and-a-half 
a pound. 

The CuarrMan. $4.50 a pound, is that right ? 

Mr. Baur. That’s right. 

The Cuarrman. What is the usual price? 

Mr. Baur. We buy it at 67 cents a pound in 10,000-pound lots. 

The Cuarrman. You buy it at 67 cents a pound in 10,000-pound 
lots ¢ 
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Mr. Baur. Yes. I think that will be the market price, a cent one 
way or the other. 

The Cuarrman. Could your business absorb the material cost of 
that amount ? 

Mr. Baur. Not at four-and-a-half a pound, no, sir. 

The Cuatrrman. No? Did you subsequently see Mr. Thomas? 

Mr. Baur. Yes, sir, I did. 

The Cuarrman. Did he furnish you with any material ? 

Mr. Baur. He furnished me with three samples, yes, sir. 

The CHarrMan. He did? 

Mr. Baur. I bought the samples from him. 

The Cuarrman. Those are the samples here tonight ? 

Mr. Baur. They are, yes, sir. 

The Carman. Where did those samples come from? 

Mr. Baur. They were shipped in from Norwalk, Conn., according 
to the shipper, but Mr. Thomas brought two of them himself to my 
office, and later I believe he had a cab driver bring the other one. The 
shipper told me that they came from Norwalk. That’s right, the 
shipper is here. 

‘The Cuarrman. The shipper is here? 

Mr. Baur. Yes, right on that package there. 

The Cuatrman. Oh, I see. Well, now, was there anything on the 
anodes which indicated where they came from? 

Mr. Baur. Not a thing that we could detect. He told me that he 
had some anodes that had the original wrappers on. He told me he 
had some anodes he would guarantee to be ninety-nine-plus pure be- 
cause they were the Udylite anodes. In their original wrappers, is 
what he told me. 

The Cuatrrman. That is in the original wrappers? 

Mr. Baur. That’s right. I never knew anodes to come from Udylite 
wrapped. 

The Carman. As far as you know, Udylite doesn’t wrap the 
anodes ¢ 

Mr. Baur. We bought thousands of them from him. We never 
saw one wrapped. ‘These three did come wrapped. There are two 
of them that are cast, and there is one that is a rolled, polarized anode. 

The Cuarrman. Are they good anodes ¢ 

Mr. Baur. I think one of them is. I don’t think the other two are. 
I think two of them have an iron content to the extent that we couldn’t 
plate with them. 

The Cyaan. I see. Now, apparently Mr. Thomas offered you 
for four and a half a pound anodes that came from a Detroit firm that 
ordinarily furnishes you with the material at 69 cents a pound, is that 
right ¢ 

Mr. Baur. No; that isn’t right, Senator. I think he said he could 
get these. He knew where there was a lot of them. Not this particu- 
lar lot here. 

The CuarrmMan. He said he could get some ? 

Mr. Baur. That is right. He didn’t say where they came from. 
In fact, he hasn’t said where these came from. He wouldn’t tell me 
the source of his nickel. I asked him if these were scrap. He said, 
no, he handled no scrap at all. There is a legal technicality. It is 
against the law to handle it. 

The CuatrMan. There is a ceiling on scrap, there is no ceiling on 
anodes, is that right? 
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Mr. Baur. I don’t believe there is, sir, not to my knowledge. 

The Cuarrman. As a man who deals in nickel, can you tell us the 
technical reason why there would not be a ceiling on one type of nickel 
and there would be in another case ? 

Mr. Baur. This is all brought about because a lot of these com- 
panies have been in business a short time, and they don’t have a base 
period. They have no base period on which to bank an allocation, 
and they have no person from whom they were buying nickel, no estab- 
lished source, so in order to get the nickel, it has cre: ated a black market. 
If they can get scrap or any other kind of nickel, they make an anode 
out of it, and they pay the Government prices in order to stay in busi- 
ness. As a matter of fact, Mr. Thomas said he himself had only been 
in business for 6 years, and that he was embarrassed by the fact that 
pric es of his material were too high. 

The Cuarrman. Now, if you tried, if you had to pay four and a half 
for your nickel, could you compete with the other firms that are sup- 
plying your nickel? 

Mr. Baur. Just about as long as we could give dollar bills away for 
five. Thaf is about the way it would work out. We just couldn’t 
even touch it. 

The Cuarrman. And yet because you can’t get nickel from your 
ordinary source, you are in danger of closing your plant down. 

Mr. Baur. That’s right. 

The CHarrman. Yet the nickel obviously exists in the country be- 

cause it is offered to you at four and a half a pound? 

Mr. Baur. Well, 49,000 pounds would go a long way toward alle- 
viating the situation here in Detroit. 

The Cuatrman. If there’s a shortage in Detroit, and Mr. Thomas 
was accurate when he estimated he could furnish 49,000 pounds of 
nickel, then, in that way, he would take care of the nickel shortage 
pretty well in Detroit. 

Mr. Baur. It would take care of us for about 314 months. 

The CHamrman. About 314 months? 

Mr. Baur. With both plants, yes. 

The Cuamman. Well, there are a lot of other people that use nickel 
in Detroit ? 

Mr. Baur. That’s right. 

The Cuarrman. Well, would 49,000 pounds take care of one com- 
pany for 3 months; do anything to alleviate the nickel shortage 

Mr. Baur. He stated he had three or four other customers, that he 
supplied 30 and 40 others. 

The Cuarrman. Did he tell you who they were? 

Mr. Baur. The Ford Motor Car Co.and General Electric. That is 
what he said. I didn’t know whether that was the truth. 

The Cuarman. I see. Yes, Mr. Thomas. 

Mr. Tuomas. When I answered the question, he asked who else I 
supplied on short items. I said General Electric and Ford. There 
has never been a pound of nickel sold at Ford. 

The Cuatrman. General Electric and Ford? 

Mr. Tuomas. I deal with them. In other words, he didn’t know 
me from second base when I called to explain to him; because he was 
putting money through to a total stranger, I told him he could check 
Ford or General Electric and they had dealt with me and knew who 


I was. 
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The Carman. Oh, I see, but I say, you never did sell Ford? 
Mr. THomas. Not Ford, not on nickel. 
The CuHairman. Oh, you sold another commodity to Ford, is that 

right ? 

Mr. Tromas. I told you that. You have a record of that. 

The CuHarrman. That’s right. 

Mr. Tuomas. That’s right. 

Mr. Baur. I misunderstood him, then. 

The CuarrmMan. Mr. Thomas apparently sold another commodity 
to Ford, and he sold nickel to General Electric. 

Mr. Baur. That isn’t the way he explained it to me. 

The Cuarrman. It isn’t! 

Mr. Baur. No, sir. There was another man there, I think. 

The Cuarrman. I think this is a very good example of the plight 
of a small-business man who is trying to operate and I am very grate- 
ful to you, we are all grateful to you that you are willing to testify. 
Wait just a minute, sir, and thank you, Mr. Baur. Would you like to 
stay here, sit over there a while? 

Mr. Baur. Yes, sir, be glad to. 


STATEMENT OF E. J. AUCLAIR, CHIEF INVESTIGATOR FOR THE 
DETROIT DISTRICT OFFICE OF NPA 


The Cuatrman. State your name. 

Mr. Avcuam. E. J. Auclair. 

The Cuarrman. Will you tell us your address and your business, 
please. 

Mr. Avucratr. I live at 5900 Courville, Detroit, Mich. I am chief 
investigator for the Detroit district office of the NPA. 

The Cuarman. That’s the National Production Administration ? 

Mr. Auctatr. Authority. 

The Cuatmman. Authority, that is right. Do you know Mr. Baur 
who just testified / 

Mr. Avcuair. I do, 

The Cuatrman. Do you know Mr. Thomas ? 

Mr. Aucuatr. I have met him; yes, sir. 

The Cuatrrman. You met Mr. Thomas. Are you familiar with the 
facts that have been testified to here by Mr. Thomas and Mr. Baur? 

Mr. Avctarr. I hadn’t heard Mr. Baur’s testimony. 

The Cuamman. Weren't you in the room when Mr. Baur testified ? 

Mr. Aucrarr. No, sir. 

The Cuatrman. You did hear Mr. Thomas testify ? 

Mr. Auctair. No; I have nof sir. 

The Cuatmman. You did not. Well, it has been testified here, Mr. 
Auclair, that Mr. Baur was in dire straits because of lack of nickel, 
and he made an effort to get nickel. That he was contacted by Mr. 
Thomas or he contacted Mr. Thomas’ firm, his firm contacted Mr. 
Thomas’ firm, and he was offered nickel at $4.50 a pound. Will you 
tell us what you know about this case and what you did to find out 
about it / 

Mr. Aucuatr. I received a call from my superior in Washington, 
who instructed me to contact Mr. Baur and to arrange to be present 
at the conference that was forthcoming between Mr. Baur and Mr. 
Thomas for the avowed purpose of arranging for the sale of a cer- 
tain poundage of nickel anodes. 
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The Cuarrman. I see. 

Mr. Auciatr. I met Mr. Baur at the Detroit Athletic Club, and we 
proceeded’to Mr. Thomas’ apartment or suite of rooms at the Whittier 
Hotel. Mr. Thomas offered at that meeting to sell Mr. Baur 20,000 
pounds—I believe that was the amount mentioned at that particular 
time—of nickel anodes, of cast nickel anodes at a price of $4.50 a 
pound. 

The Cratrman. I see. 

Mr. Avcrat. Mr. Baur explained to Mr. Thomas that he was fear- 
ful of entering into a transaction of that kind without knowing the 
nickel content of the anodes, whereupon it was agreed that at some 
future time Mr. Thomas would procure anodes, samples of anodes, 
and make those anodes available to Mr. Baur for the purpose of test- 
ing them, or having them tested to ascertain the nickel content of 
those anodes. 

The Cuarmman. I see. Did you have any further relations with 
Mr. Thomas? 

Mr. Auciarr. On Friday of last week, I was present in Mr. Baur’s 
office, at his place of business located on Davison at Klinger, I believe 
it is, and Mr. Thomas arrived there with two anodes which he claimed 
he had obtained, or he had arranged to have shipped from his plant 
at Norwalk, Conn. He also stated that another anode—— 

The Cuarrman. Would you wait just a minute, Mr. Auclair? 

Mr. Aucrai. Yes, sir. 

The Cuarrman. Will you please proceed, Mr. Auclair ? 

Mr. Aucuatr. Tell me where I stopped, please. 

(Last statement read.) 

Mr. Aveta. Another anode was on its way, which he would ar- 
range to have picked up at Willow Run. That anode was later de- 
livered, making a total of three anodes delivered that day. 

The CHarmMan. I see. ; 

Mr. Avciatr. Upon arrival at Mr. Baur’s plant, purchase orders 
were prepared by Mr. Baur’s secretary, calling for delivery of those 
three anodes weighing approximately 108 pounds at a price of $4.50 
a pound. 

The Cuarrman. One hundred and eight pounds at $4.50 a pound ? 

Mr. Avcuarr. That, as I recall, is the manner in which the purchase 
orders were written up. That was only an approximate weight. 

The Carman. Did you have any further contacts with Mr. 
Thomas in order to establish the source of this black market, or very 
dark gray market in this metal ? 

Mr. Auciam. The question was asked of Mr. Thomas as to where 
this metal came from, and he merely told us that he purchased them 
from people that he termed racketeers, whose names he did not 
divulge, and as I recall, he stated that the material was prepared or 
‘ast from nickel serap, which his contacts obtained and then had 
cast in that form to make it available for sale. 

The CuHarrman. So Mr. Thomas did say that this black-market or 
gray-market nickel came from racketeers ¢ 

Mr. Aucratr. Those were the express words he used in his apart- 
ment at the Whittier Hotel. 

The Cuarrman. Did you try to obtain from him the identity of these 
so-called racketeers ? 
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Mr. Auciarr. We asked where they came from, but no names were 
divulged. 

The Cuarrman. Isee. Did you get the impression that Mr. Thomas 
knew it. 

Mr. Avcuair. I got the impression that he knew but didn’t wish to 
disclose the names of his sources of supply. 

The Cuarrman. I see. Well, is there anything else about this 
transaction, Mr. Auclair, that you want to tell us? 

Mr. Avcuatr. No; that seems to be all that I remember, Senator. 

The Cuamman. I see. Mr. Thomas made no attempt to hide any 
of this; he was in the open? 

Mr. Avcuatr. He was very open about the whole matter. 

The Cuatrman. He’s been very open with us tonight. 

Mr. Avucuair. The only statement that may be of interest to your 
committee is that he informed us at the time th: . he purchased these 
anodes at the price of $4.25, and that he took a 25-cent profit on each 
pound sold. 

The Cuarman. He testified tonight that he paid between $4 and 
$4.25 for nickel that he has purchased, and sells at $4.50. He did tell 
you definitely that this nickel did come from racketeers ? 

Mr. Aucuiatr. That was the term he used in connection with the 
people from whom he obtained them. 

The Cuatrman. I see. Thank you very much, Mr. Auclair. 

Well, now, I want to thank Governor Williams very sincerely for 
coming down and spending 214 days of his very valuable time to 
help us investigate this shortage of material that is so important 
to the State of Michigan. 

Also, I'd like to thank Senator Ferguson for having been here in 
the daytime sessions today and Saturday, as guest of the committee, 
and observer. The hearing this evening will conclude the series of 
hearings that we’ve had in Detroit. I might say, for the benefit of 
the public, that this does not conclude the investigation in Detroit. 
We are checking on a number of points that we feel will he - us locate 
the sources of material shortage in the country. I might say as chair- 
man of the subcominittee, I feel that some of the ears ei ‘th at came 
out today, particularly, indicates that the Government should take 
action to see that this steel shortage does not result in the rather wide- 
spread lay-off of workers which is now beginning to take place, and 
has threatened in larger numbers. 

The Mobilization Director, Mr. C. E. Wilson, has already indicated 
that he plans to take action with other officials in Washington, to see to 
it that war orders are brought into the Detroit area more rapidly. 

I might express as my personal opinion, that, if these orders do not 
come in very rapidly, there should be a revision by the Government 
of the orders which are resulting in these lay-offs. There must be 
some conversion on employment, perh: ups, but ‘there is no need, in my 
judgment, for a situation where a drastic curtailment of material will 
result in the idling of thousands of men over any period of time. 

One of the things we must do in this very difficult and complex job 
of preparing our country to resist any threats that are brought against 
our safety and our freedom is to conduct ourselves in such a w ay that 
our internal economy is not severely or irreparably damaged in the 
process of strengthening ourselves. As I said in the opening of this 
hearing, this committee at no time is going to champion the civilian 





SMALL-BUSINESS PROBLEMS IN THE MOBILIZATION PROGRAM 219 


economy when it is necessary for material to go to military production 
use. I do believe, however, that a very prompt review ought to be 
made by the Government of the orders that are reducing employment 
in Detroit, or else orders should come in here very rapidly to use the 
material that otherwise would be idle. 

This committee will hold hearings in some other cities, and will be 
back in Detroit at some date in the near future, which we can’t now set. 

The committee is now adjourned. 

(Whereupon at 9:18 p. m., July 16, 1951, the committee adjourned. ) 


MICHIGAN STATE EMPLOYMENT SERVICE, 
Detroit, Mich., July 9, 1951. 
SENATE COMMITTEE ON SMALL BUSINESS, 
Care of Senator Blair Moody, United States Federal Building, Room 464, 
Detroit, Mich. 
(Attention: Mr. Gillis Long, investigator. ) 

GENTLEMEN : Attached is a summary report of the current employment situa- 
tion in the Detroit metropolitan area. The Detroit metropolitan area includes 
Wayne, Oakland, and Macomb Counties. 

Included with the report is a table prepared by the Planning, Research, and 
Statistics Division, showing a distribution of the labor force as of June 15, and 
comparative figures for April and May 1951, and June 1950. This table also is 
supplemented by figures indicating required employment 2 months hence, and 4 
months hence, as reported by empléyers of the area. 

Under way now is a detailed survey of the Detroit area for the purpose of 
determining, if possible, the prospective employment and unemployment situa- 
tion extended into mid-year 1952. This survey will not be completed nor will 
the figures be available at the time of your hearings here. 

This agency will be glad to cooperate with the committee and provide such 
other information as is available at the time of your committee hearings in 
Detroit. 

Sincerely yours, 
O. K. FserTtaAnp, Director, Employment Service. 


SUMMARY REPORT, MICHIGAN EMPLOYMENT SITUATION AS OF JULY 9, 1951 


(By O. K. Fjetiand, director, Michigan State Employment Service) 


On the basis of individual reports from a representative group of employers 
in the area, manufacturing employment in metropolitan Detroit is expected to 
decline by 26,000 during the next 2 months. Cushioning the effects of the 
scheduled factory lay-offs, nonmanufacturing firms anticipate additions totaling 
approximately 11,000 workers during the third quarter, 1951. 

During this period, unemployment will rise to more than 90,000, since shifts 
in the industrial distribution of employment are not expected to offset each 
other. Hiring for nonmanufacturing activities has already involved the recall 
of 6,000 DSR (city-owned transit system) workers, and will include the induction 

f 1,000 construction workers, and 4,000 sales and clerical persons for trade 
establishments. In addition to the impact of factory lay-effs on the areas 
unemployment, thousands of college and high school graduates are entering 
the active labor market seeking jobs. 

Significantly, factory lay-offs due to cut-backs in production schedules were 
under way earlier in the year. However, newly unemployed factory workers 
were being readily absorbed in expanding plants until late April when demand 
began to lag. 

In mid-June an estimated 1,274,000 wage and salary workers were employed 
in the Detroit metropolitan area—705,000 on manufacturing payrolls and 569,000 
engaged in nonmanufacturing activities. These totals compare with the vear’s 
high of 1,299,000 of April—724,000 in manufacturing and 575,000 in nonmanu 
facturing. Unemployment in April totaled only 46,000 compared with €3,000 
jobs seeks in mid-June. 

The outlook for the Detroit area hinges on two important factors: The ability 
of employers to secure adequate supplies and materials to maintain planned- 
production schedules, and upon the degree to which military production plans 


progress. 
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